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Announcing  o  New 
Statutory  Citations  Guide 

HOW  TO  FIND 
U.S.  STATUTES 
and 

U.S.  CODE  CITATIONS 

This  pamphl*!  contains  typical  legal  refer- 
ence  sitwations  which  require  further  citing. 
Official  published  volumes  in  which  the 
citotions  may  be  found  are  shown  along¬ 
side  each  referetKe — with  suggestions  os 
to  the  logical  sequence  to  follow  in  using 
them  to  make  the  search.  Additional 
finding  aids,  some  especially  useful  in 
citing  current  material,  also  have  been 
included.  Examples  are  furnished  at  per¬ 
tinent  points  and  a  list  of  reference  titles, 
with  descriptions,  is  carried  at  the  end. 

Price:  10  cents 

Compiled  by:  Office  of  the  Federal  Register, 
National  Archives  and  Records  Service, 
General  Services  Administration 

[Published  by  the  Committee  on  the 
Judiciary,  House  of  Representatives! 

Order  from:  Superintendent  of  Documents, 
Government  Printing  Office,  Washington, 
D.C.,  20402 


Published  daily,  Tuesday  through  Saturday  (no  publication  on  Sundays.  Mondays,  or 
on  the  day  after  an  official  Federal  holiday) ,  by  the  Office  of  the  Federal  Register,  National 
Archives  and  Records  Service.  General  Services  Administration  (mail  address  National 
Archives  Building.  Washington.  D.O.  20408),  pursuant  to  the  authority  contained  in  the 
Federal  Register  Act,  approved  July  26,  1936  (40  Stat.  500,  as  amended;  44  nJ3.0.,  ch.  88),  imder  regulations  prescribed  by  the  Admin¬ 
istrative  Committee  of  the  Federal  Register,  approved  by  the  President  (1  CFR  Ch.  I).  Distribution  is  made  only  by  the  Superintendent 
of  Documents,  Government  Printing  Office,  Washington,  D.C.  20402. 

The  Fkdkbal  RioisTKa  will  be  furnished  by  mail  to  subscribers,  free  of  postage,  for  $1.60  per  month  or  $15.00  per  year,  payable  in 
advance.  The  charge  for  individual  copies  (minimum  15  cents)  varies  in  proportion  to  the  size  of  the  issue.  Remit  check  or  money 
order,  made  payable  to  the  Superintendent  of  Documents,  Government  Printing  Office,  Washington,  D.C.  20402. 

The  regulatory  material  appearing  herein  is  keyed  to  the  Code  or  Federal  Rscttlations,  which  is  published,  imder  50  titles,  pin- 
suant  to  section  11  of  the  Federal  Register  Act,  as  amended.  The  Code  or  Federal  Regxtlations  is  sold  by  the  Superintendent  ot 
Documents.  Brices  of  books  and  pocket  supplements  are  listed  in  the  first  Federal  Register  issue  of  each  month. 

There  are  no  restrictions  on  the  republication  of  material  appearing  in  the  Federal  Register  or  the  Code  or  Federal  Regulations. 


Riiles  and  Regulations 


Title  14— AERONAUTICS  AND  SPACE 

Chapter  I — Federal  Aviation  Agenqr 

SUBCHAPTER  F— AIR  TRAFFIC  AND  GENERAL  OPERATING  RULES  [NEW] 

[Beg.  Docket  No.  6173;  Arndt.  392  ] 

PART  97— STANDARD  INSTRUMENT  APPROACH  PROCEDURES  [NEW] 

Miscellaneous  Amendments 

The  amendments  to  the  standard  Instrument  approach  procedures  contained  herein  are  adopted  to  become  effective 
when  indicated  In  order  to  promote  safety.  The  amended  procedures  supersede  the  existing  procedures  of  the  same  classifi¬ 
cation  now  In  effect  for  the  airports  specified  therein.  For  the  convenience  of  the  users,  the  complete  procedure  is  republished 
in  this  amendment  Indicating  the  changes  to  the  existing  procedures. 

As  a  situation  exists  which  demands  immediate  action  in  the  Interests  of  safety  in  air  commerce.  I  find  that  compliance 
with  the  notice  and  procedure  provisions  of  the  Administrative  Procedure  Act  is  impracticable  and  that  good  cause  exists  for 
making  this  amendment  effective  within  less  than  30  days  from  publication. 

In  view  of  the  foregoing  and  pursuant  to  the  authority  delegated  to  me  by  the  Administrator  (24  F  Jt.  5662) ,  Part  97  [New] 
(14  CFR  Part  97  [New])  is  amended  as  follows: 

1.  By  amending  the  following  low  or  medium  frequency  range  procedures  prescribed  in  §  97.11(a)  to  read: 

LFR  Standard  Instromint  Approach  Prociddri 

BeariDgs,  headiiig!>.  ooutses  and  radlals  are  magnetic.  Eleyatlons  and  altitudes  are  In  feet  MSL.  Ceilings  are  In  feet  above  airport  elevation.  Distances  are  in  nautical 
tn»A«  unless  otherwise  mdicated,  except  visibilities  which  are  in  statute  miles. 

If  an  instrument  approcMdi  procedure  of  the  above  type  is  conducted  at  the  below  named  airpwt,  it  shall  be  in  accordance  with  the  following  instrument  approach  mm^ure, 
nniftss  an  approach  is  ccmducted  in  accordance  with  a  diflerent  procedure  for  such  airpcvt  authorized  by  the  Administrator  of  the  Federal  Aviation  Agency.  Initial  approaches 
ihftii  be  m^  over  specified  routes.  Minimum  altitudes  shall  correspond  with  those  established  for  en  route  operation  in  the  particular  area  or  as  set  forth  below. 


Transition 

Gelling  and  visibility  minitniitns 

Prom— 

To- 

Course  and 
distance 

MlnlTTinTn 

altitude 

(feet) 

Condition 

2-englne  or  less 

More  than 
2-engine, 
more  than 
66  knots 

66  knots 
OTless 

More  than 
66  knots 

PROCEDURE  CANCELLED  EFFECTIVE  26  SEPT.  1964  OR  UPON  DECOMMISSIONING  OF  FACILITY. 

City,  Augusta;  State,  Maine;  Airport  Name,  Augusta  State;  Elev.,  367';  Fac.  Class.,  BMRLZ;  Ident.,  AU;  Procedure  No.  1,  Arndt.  7;  Efl.  Date,  16  Aug.  64;  Sup.  Arndt.  No.  6; 

Dated,  6  Aug.  61 

2.  By  amending  the  following  automatic  direction  finding  procedures  prescribed  in  §  97.11(b)  to  read: 

ADF  Standard  Instruhint  Approach  Procbdurr 

Bearings,  headings,  courses  and  radlals  are  magnetic.  Elevations  and  altitudes  are  in  feet  MSL.  Ceilings  are  in  feet  above  airport  elevation.  Distances  are  in  nautical 
miles  unless  otherwise  indicated,  except  visibilities  which  are  in  statute  miles. 

If  an  Instrument  approach  procedure  (rf  the  above  type  is  conducted  at  the  below  named  airport.  It  shall  be  in  accordance  with  the  following  instrument  approach  procedure, 
unless  an  approach  is  conducted  in  accordance  with  a  dUierent  procedure  for  such  airport  auth(»1zed  by  the  Administrator  of  the  Federal  Aviation  Agency.  Initial  approaches 
shall  be  mride  over  specified  routes.  Minimum  altitudes  shall  cwrespond  with  those  established  for  en  route  operation  in  the  particular  area  or  as  set  forth  below. 


Transition 

Celling  and  visibility  minimums 

Prom— 

To- 

Course  and 
distance 

lAlnlmiim 

altitude 

(feet) 

Condition 

2-engine  or  less 

More  than 
3-engine, 
more  than 
66  knots 

66  knots 
or  less 

More  than 
66  knots 

AnzustaVOR-.  . 

AnORRn 

Diract 

2300 

T-d _ 

400-1 

400-1 

400-1 

T-n- . 

600-1 

600-1 

600-1 

C-d _ 

600-1 

600-1 

600-1)4 

C-n. . 

600-lH 

600-lH 

600-lH 

A-dn _ _ 

800-2 

800-2 

800-2 

^oc^ure  turn  S  side  of  crs,  260*  Outbnd,  080°  Inbnd,  2300'  within  10  miles. 

Minimum  altitude  over  facmty  on  final  approach  crs,  1300'. 

Crs  and  distance,  facility  to  aih>ort,  080°— 1.8  miles. 

If  visual  contact  not  establish^  umn  descent  to  authorized  landing  Tnininmins  or  if  landing  not  accomplished  within  1.8  miles  after  passing  AUQ  RBn,  make  right- 
dimblng  turn  to  2300'  to  AUQ  RBn.  Hold  W,  080°  Inbnd,  1-i^ute,  right  turns. 

Notk:  FQial  approach  from  a  holding  pattern  not  authorized.  Procklure  turn  required. 

MSA  within  26  miles  of  facility;  000°-360°— 2300'.  '' 

City,  Augusta;  State,  Maine;  Airport  Name,  Augusta  State;  Elev.,  367';  Fac.  Class.,  BH;  Ident.,  AUG;  Procedure  No.  1,  Arndt.  Orlg.;  Efl.  Date,  26  Sept.  64  or  upon  com¬ 
missioning  of  facility 


Nutbush  Int _ 

Dirnet  .  . 

2000 

T-dn _ 

300-1 

300-1 

NA 

Amelia  Int _ 

2000 

O-dn  _ 

600-1 

600-1 

NA 

fl-dn  . .  _  ..  . 

NA 

NA 

NA 

A-dn  _ 

800-2 

800-2 

NA 

Procedure  turn  E  side  of  crs,  314°  Outbnd,  134°  Inbnd,  2000'  within  10  miles.  Beyond  10  miles  not  authorized. 

Minunum  altitude  over  facmty  on  final  approach  crs,  1400'. 

^rs  and  distance,  facility  to  airport,  134° — 4.7  miles. 

u  visual  contact  not  established  upon  descent  to  authorized  landing  minimums  or  if  landing  not  accomplished  within  4.7  miles  after  passing  BKT  RBn,  make  left-climbing 
ram  to  2000'  direct  to  BKT  Rbn.  Hold  NW  1-mlnute  right  turns,  1^  Inbnd. 

Caution:  620'  tanks  1  mile  8  of  ainiort.  Tower  767'  2H  miles  W  of  airport. 

for  mUitary  use  only,  except  by  prior  arrangement. 

MSA  within  26  miles  of  facility:  000°-090°— 1600';  090“-180°— Isa/;  180°-270°— 1800';  270°-360'— 1900'. 

City,  Blackstone;  State,  Va.;  Airport  Name,  Blackstone  AAF;  Elev.,  436';  Fac.  Class.,  MHW;  Ident.,  BKT;  Procedure  No.  1,  Arndt.  2;  Efl.  Data,  26-3Bpt.64;  Sup.  Arndt. 

No.  1;  Dated,  28  Mar.  64 
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RULES  AND  REGULATIONS 

ADF  Stamdabd  iMsmuitBirT  Atpboach  Pbocbdubb — Continaed 


OeOlnK  and  visibility  mhilmnniii 


Minlmnm 

2-eogine  or  less 

Trom— 

To- 

Coons  and 
distance 

altitude 

(feet) 

Coodltlon 

66  knots 
or  less 

More  than 
OOlmots 

i4ttJe  Rock  VOR  _ 

TXIM _ 

Dtrent  _ 

1800 

T-dn  _ 

300-1 

300-1 

Mifvfni  fitt...,, --  --- 

LOM  _ 

Direct  ... 

1800 

C-dn.... . 

600-1 

.  600-1 

LOM  (final) . . 

Direct  . .  _ 

1300 

S-dn-4 . 

600-1 

600-1 

RuidtA  Tnt  .  .  . . .  _ .  -  - 

040°  hewing' to  T^M_..  -  - 

010°— 2.3  miles... 

1800 

A-dn _ 

800-2 

800-2 

More  than 
2-engine, 


Radar  transitions  authorised,  in  aooordanoe  with  mwoved  patterns. 

Procedure  turn  N  side  SW  crs,  22(P  Outbnd,  040°  mbnd,  1800'  within  10  miles.  (Nonstandard  due  to  traffic.) 

Minimum  altitude  over  LOM  Inbnd  final  1300';  over  LMM#  Inbnd  final  900'. 

Crs  and  distance,  LOM  to  airport,  040°— 4.6  miles.  •-  _ 

If  visual  contact  not  established  upon  descent  to  authorised  landing  mlnimnms  or  if  landing  not  accomplished  within  4.6  miles  after  passing  LOM,  climb  to  1800'  on  crs 
040°  from  LOM  wl^in  20  miles  or,  wbmi  directed  by  APC,  turn  right,  climb  to  1600'  and  ivoceed  to  LFR. 

Non:  300-1  required  (or  ti^eoff  Runways  17, 36,  and  32. 
iDesoent  below  000'  not  authorised  unless  MM  or  LMM  received. 

MSA  within  26  miles  of  facUity;  000°-000°— 1800';  090°-180°— 2400';  180°-270°— 2200';  270°-360°-3300'. 

City,  Little  Rock;  State,  Ark.;  Airport  Name,  Adams  Field;  Elev.,  067';  Fac.  Class.,  LOM;  Ident.,  LI;  Procedure  No.  1,  Arndt.  6;  Ell.  Date,  26  Sept.  64;  Sup.  Arndt.  No.  6; 

Detod,  26  Mar.  61 


300-1 

300-1 

800-1 

8CO-1 

800-1 

800-1 

1000-2 

1000-2 

Radar  transitions  authorised  in  accordance  with  approved  patterns  of  Newark  ASR. 

Procedure  turn  W  side  crs,  238°  Outbnd,  068°  Inbnd,  2000'  within  10  miles.  < 

Minimum  altitude  over  facility  on  final  approach  crs,  1200'. 

Crs  and  distance,  tecillty  to  airport,  020°-^.l  miles. 

If  visual  contact  not  established  upon  descent  to  authorised  landing  minimums  or  if  landing  not  accomplished  within  3.1  miles  after  passing  CAT  RBn,  climb  to  1000'  on 
crs  of  020°,  then  make  a  right-climbing  turn,  returning  to  Chatham  RBn  at  2000'.  Hold  SW,  1-minute  left  turns,  Inbnd  crs  068°. 

MSA  within  26  miles  of  tocUity:  000°-000°— 2600';  090°-180°— 2600';  180°-270°— 1800';  270°-360°— 2400'. 

City,  Morristown;  State,  N  J.;  Airport  Name,  Mwristown;  Elev.,  187';  Fac.  Class.,  MHW:  Ident.,  CAT;  Procedure  No.  1,  Arndt.  3;  Efl.  Date,  26  Sept.  64;  Sup.  Arndt.  No.  2; 

Dated,  8  July  61 


Mustang  Int. 


Sparks  RBn. 


RNO  RRN 

DirM>.t  _ . . 

0000 

T-dn«  _ 

1000-2 

1000-2 

RNO  RBN _ 

Direct _ 

0000 

C-dn  .  . 

2000-2 

2000-2 

RNO  RBN 

Direct  .  _ 

10,500 

A-dn- 

2600-3 

2600-3 

Spwk.^  RBN  _ , _ 

Direct _ 

0000 

Rmp  RBN  (final)  ' 

Direct 

7000 

Procedure  turn  E  side  of  crs,  341°  Outbnd^61°  Inbnd,  0000'  within  10  miles. 

Procedure  turn  E  side  of  crs,  high  terrain  W.  v 

Minimum  altitude  over  facility  od  final  approach  crs,  7000'. 

Crs  and  distance,  facility  to  airport,  161°— 2.3  miles. 

If  visual  contact  not  established  upon  descent  to  authwited  landing  minimums  or  if  landing  not  accomplished  within  2.3  miles  after  passing  RNO  RBn,  turn  right,  climb 
to  0000'  on  341°  crs  from  RNO  RBn  within  16  miles. 

Aib  Cabbiir  Note:  Reduction  in  visibility  by  sliding  scale  or  local  conditions  not  authorised  for  takeoff  w  landing. 

#^)0O-2  required  for  takeoff  for  transition  from  over  airpwt  direct  to  Reno  VOR. 

City,  Reno;  State,  Nev.;  Airport  Name,  Reno  Municipal;  Elev.,  4411';  Fac.  Class.,  SBH;  Ident.,  RNO;  Procedure  No.  1,  Arndt.  1;  Eff.  Date,  26  Sept.  64;  Sup.  Arndt.  No. 

Orig.;  Dated,  8  Aug.  64 


FM  Rock  VOS 
Ricjnmond  RBr 
Manakin  RBn. 


LOM.  .  _ 

Direct  .  _ 

2000 

T-dn 

300-1 

300-1 

LOM _ 

Direct  _  _ 

1600 

C-dn  _ 

400-1 

500-1 

LOM _ 

Direct  .  _ _ 

2000 

8-dn-6 _ 

400-1 

400-1 

LOM _  _ 

Direct  . .  .  .  _ . 

2000 

A-dn 

800-2 

800-2 

Radar  vectoring  authorised  in  aooordanoe  with  approved  patterns. 

Procedure  turn  S  dde  of  crs,  243°  Outbnd,  063°  Inbnd,  1600'  within  10  miles. 

Minimum  altitude  over  facUity  on  final  approach  crs,  1300'. 

Crs  and  distance,  facility  to  airport,  063°— 3.8  miles. 

If  visual  contact  not  established  upon  descent  to  authorised  landing  minimums  or  if  landing  not  accomplished  within  3.8  miles  after  passing  LOM,  climb  to  2000'  on  crs  063° 
within  10  miles,  then  left  turn  direct  to  Manakin  RBn.  H(rfd  NW',  124°  Inbnd,  1-minute  right  turns. 

MSA  within  26  miles  of  facility:  000°-^)90°— 1500';  000°-180°— 1400';  180°-270°— 2000';  270°-360°— 2000'. 

City,  Richmond;  State,  Va.;  Airport  Name,  Byrd  Field;  Elev.,  167';  Fac.  Class.,  LOM;  Ident.,  RI;  Procedure  No.  1,  Arndt.  13;  Eff.  Date,  26  Sept.  64;  Sup.  Arndt.  No.  12; 

/  Dated,  7  Dec.  63 


RIC  RBn . 

Direct . 

2000 

T-dn . 

300-1 

300-1 

RIC  RBn _ 

Direct  .....  . 

2000 

C-dn 

400-1 

500-1 

RIC  RBn . 

Direct  .  ...  _ . 

2000 

A-dn . 

800-2 

800-2 

RIC  RBn . 

Direct . 

2000 

Radar  vectoring  autbprised  in  accordance  with  approved  patterns. 

Procedure  turn  W  side  of  crs,  218°  Outbnd,  038°  Inbnd,  2000'  within  10  miles.  Nonstandard  due  obstruction. 

Minimum  altitude  over  facility  on  final  approach  crs,  000'. 

Crs  and  distance,  facility  to  airport,  018° — 1.7  miles. 

If  visual  contact  not  established  upon  descent  to  authorized  landing  minimums  or  if  landing  not  accomplished  within  1.7  miles  after  passing  RIC  RBn  make  immediate  right 
climbing  turn  to  2000'  on  crs  360°,  then  proceed  direct  to  Manakin  RBn.  Hold  NW  124°  Inbnd,  1-mJnute  right  turns. 

MSA  within  26  miles  of  tocUlty:  OOO°-O0O°— 1500';  090°-180°— 1400';  180°-270°— 2000';  270°-360°— 2000'.  v 

City,  Richmond;  State,  Va.;  Airport  Name,  Byrd  Field;  Elev.,  167';  Fac.  Class.,  SBH;  Ident.,  RIC;  Procedure  No.  2,  Arndt.  1;  Eff.  Date,  26  Sept.  63;  Sup.  Arndt.  No.  Orig.; 

Dated,  5  Oct.  63 
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ADF  Btahdabd  Instsumbht  Appboach  Pbocbdubb — Continaed 


Tnmsltion 

Ceiling  and  visibility  minlmums 

Fionh— 

To- 

Course  and 
distmme 

Minlmnin 

altitude 

(ieet) 

Ccndltlim 

2-englne  or  less 

Mwe  than 
2-engine, 
more  than 
66  knots 

66  knots 
wless 

More  than 
66  knots 

LOM  _  _  _ 

Direct _ 

2600 

T-dn# _ 

30(V-1 

300-1 

200-M 

LOM  _  _ 

Direct  __ 

2600 

C-dn _ 

800-2 

800-2 

800-2 

T.OM  (flnftl)  _ 

Direct _ 

1000 

S-dn-0 _ 

600-1 

600-1 

600-1 

A-dn _ 

800-2 

800-2 

800-2 

Radar  transitions  and  vectoring  using  Miramar  Radar  authorized  in  accordance  with  approved  radar  patterns. 

Procedure  turn  8  side  of  crs,  271°  Outbnd,  091°  Inbnd,  1600'  within  10  mUes. 

Minimum  altitude  over  facility  on  final  approach  crs,  1000'.  Caution:  281'  trees  arid  terrain  between  LOM  and  LMM. 

Grs  and  distance,  facility  to  airport,  001° — 2.7  miles.  .  .... 

If  visual  contact  not  established  uiwn  descent  to  authorized  landing  minlTniims  or  if  landing  not  accomplished  at  LMM,  make  immediate  left-climbing  turn  to  1600'  on  a 
271°  crs  from  LOM  within  10  miles  or,  when  directed  by  A.TO,  make  immediate  left-climbing  turn  to  2600'  on  a  328°  crs  to  OCN  RBnor  turn  right,  climb  to  2000'  on  136°  crs  from 
LMM  within  10  miles. 

Caution:  Building  and  terrain  472'— 0.6  mile  E  of  aiiport. 

Other  changes:  Deletes  transition  from  Miramar  RBn  and  description  of  Bostonia  Int. 

1600-1  required  on  Runway  0. 

Oltv.  San  Diego:  State.  Calif.:  Airport  Name,  Lindbergh  Field;  Elev.,  16';  Fac.  Class.,  8LOM;  Ident.,  8A;  Procedure  No.  1,  Arndt.  6;  Efl.  Date,  26  Sept.  64;  Sup.  Arndt.  No.  8; 

Dated,  28  July  62 


3.  By  amending  the  following  very  high  frequency  omnirange  (VOR)  procedures  prescribed  in  §  97.11(c)  to  read: 

TOR  Standard  Instbdmint  Approach  Procbdcrb 

Bearings,  headings,  courses  and  radials  are  magnetic.  Elevations  and  altitudes  are  in  feet  M8L.  Ceilings  are  in  feet  above  airport  elevation.  Distances  are  in  nautical 
tnOpH  nnitws  otherwise  indicated,  except  visibilities  which  are  in  statute  miles. 

If  an  instrument  approach  procedure  of  the  above  type  is  conducted  at  the  betow  named  airport,  it  shall  be  in  accordance  with  the  following  instrument  approach  procedure, 
nniftss  an  approach  is  conducted  in  accordance  with  a  different  procure  for  such  airport  authorized  by  the  Administrator  of  tlM  Federal  Aviation  Agency.  Initial  approaches 
«hftii  be  made  over  specified  routes.  Minimum  altitudes  shali  correspond  with  those  established  for  en  route  operation  in  the  particular  area  or  as  set  forth  below. 


1 

Transition 

Ceiling  and  visibility  minlmums 

From— 

To- 

Course  and 
distance 

Minim  nm 

altitude 

(feet) 

Condition 

2-engine  or  less 

More  than 
2-englne, 
more  than 
66  knots 

66  knots 
or  less 

More  than 
66  knots 

ABR  VOR _  _ 

Direct.  _ 

2400 

T-dii - - 

300-1 

300-1 

200-H 

C-dn _ 

400-1 

600-1 

600-14 

....... . 

400-1 

400-1 

400-1 

- 

A-dn.  . 

800-2 

800-2 

800-2 

Procedure  turn  E  side  of  crs.  121°  Outbnd,  301°  Inbnd,  2400'  within  10  miles. 

Minimum  altitude  over  facility  on  final  approach  crs,  2100'. 

Crs  and  distance,  facility  to  airport,  801°— 2.7  miles. 

If  visual  contact  not  estalfiished  upmi  descent  to  authorized  landing  mfaiimnms  or  if  landing  not  accomplished  within  2.7  miles  after  passing  ABR  VOR,  execute  light- 
dimbing  turn  to  3600'  return  to  VOR  and  hold  8E  on  R-301  Inbnd  right  toms. 

MSA  within  26  miles  of  facility:  000°-090°— 3200';  090°-180°— 3400';  180°-270°— 2600';  270°-^60°— 2700'. 

City,  Aberdeen;  State,  S.  Dak.;  Airport  Name,  Aberdeen  Municipal;  Elev.,  1301';  Fac.  Class.,  H-BVOR;  Ident.,  ABR;  Procedure  No.  1,  Arndt.  6;  Efl.  Date,  26  Sept.  64;  Sup. 

Arndt.  No.  6;  Dated,  2  May  64 


AEX  VOR 

ESF  VOR  .  _  _  _ 

Direct..  _ 

1700 

T-dn.  . 

800-1 

300-1 

200-4 

600-14 

AEX  RRn 

ESF  VOR  _  _ 

Direct..  _ 

1700 

C-dn . 

400-1 

600-1 

Boyce  Int  . 

ESF  VOR  _  _ 

Direct..  _ 

'  1700 

S-dn-14. . 

409-1 

409-1 

400-1 

Clew  Int  __  _  _ _ _ 

ESF  VOR_, _ 

Direct.  _ 

2000 

A-dn... . 

809-2 

800-2 

800-2 

Larto  Int  .  . .  _ 

ESF  VOR  _ 

Direct..  _ 

2000 

V-114,  V-114N  . 

ERF  VOR _ 

E8F-148_-  -  — 

1700 

1 

Radar  terminal  area  transition  altitude:  1600' within  20  miles.  Radar  control  most  provide  1000' clearance  when  within  3  miles  of  radio  tower  1769',  16  miles  S  of  radar  site  at 
England  AFB. 

Procedure  turn  E  side  of  crs,  331°  Outbnd,  161°  Inbnd,  1700'  within  10  miles. 

Minimum  altitude  over  facility  on  final  apjNoach  crs,  1000'. 

Crs  and  distance,  facility  to  airport,  161°-^.0  miles. 

If  visual  contact  not  established  upon  descent  to  authwized  landing  minlmums  or  if  landing  not  accomplished  within  3.0  miles  after  passing  ESF  VOR,  climb  to  1700'  on 
E8F  VOR  R-161,  turn  left  and  return  to  ESF-VOR.  ‘  ' 

MSA  within  26  miles  of  fecllity:  000°-090°— 1400';  090°-180°— 1400';  180°-270°— 1700';  270°-360°— 1600'. 

City,  Alexandria;  State,  La.;  Airport  Name,  Esler  Field;  Elev.,  108';  Fac.  Class^  L-BVOR;  Ident.,  ESF;  Procedure  No.  1,  Arndt.  3;  Efl.  Date,  26  Sept.  64;  Sup.  Arndt.  No.  2; 

Dated,  11  July  64 


T-dn... . 

1600-3 

1600-3 

1600-3 

C-dn . 

2000-3 

2000-3 

2009-3 

A-dn _ 

2609-3 

2600-3 

2609-3 

^ocedure  turn  8  side  of  crs,  260°  Outbnd,  080°  Inbnd,  11,000'  within  10  miles. 

Minimum  aititude  over  facility  on  Anal  approach  crs,  10,600'. 

Crs  and  distance,  facility  to  airport,  0e7°-^.2  miles.  ^ 

If  visual  Contact  not  established  upon  descent  to  authorlted  lamUng  mfnfnuumi  or  if  landing  not  accomplished  within  8.2  miles  after  passing  BCE  VOR,  left  climbing  turn, 
io  VOR  and  climb  to  11,000'  on  R-260  within  10  nailes. 

MSA  within  26  miles  of  fedllty:  000°-090°— 11,900';  090°-180°— 10,400';  180°-270°— 12,400';  270°-360°— 11,400'. 

City,  Bryce  Canyon;  State,  Utah;  Airport  Name,  Bryce  Canyon;  Elev.,  7686';  Fac.  Class.,  BVORTAC;  Ident.,  BCE;  Procedure  No.  1,  Arndt.  3;  Efl.  Date,  26  Sept.  64;  Sup. 

Arndt.  No.  2;  Dated.  10  Dec.  60 
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TOE  Staboabd  iHSTEDMiirT  Atpboach  PBOcaouRi — Continaed 


OeQlng  and  visibility  miniiniiiTia 


T-dn _ 

C-dn.„. 
8-dn-22. 
A-dn _ 


2-englne  or  less 

65  knots 

More  than 

wless 

65  knots 

300-1 

aoo-1 

406-1 

500-1 

400-1 

400-1 

800-2 

800-2 

Procedure  tom  N  side  of  ere,  0S1°  Outbnd,  231°  Inbnd,  1600'  within  10  mUes. 

Minimum  altitude  over  facility  on  final  apmoach  ers,  1300'.* 

Cn  and  distance,  facility  to  a^port,  231* — 3.7  miles. 

If  visual  contact  not  establisbea  upon  descent  to  authorised  landing  minlmums  or  if  landing  not  accomplished  within  3.7  miles  after  passing  ELD  VOR,  climb  to  1800'  on 
R-226  ELD  VOR  within  20  miles. 

*Do  not  descend  below  1500'  until  well  eatablisbed  on  final  approach  radial. 

MSA  within  25  miles  of  facility:  000°-090°— 1300';  090®-180*— 2500';  180°-270°— 1800';  270°-360°— 1400'. 

City.  El  Dhrado;  State.  Ark.;  Airport  Name,  Ooodwin  Field;  Elev.,  277';  Fac.  Class,  BVOR;  Ident.,  ELD;  Procedure  No.  1,  Arndt.  3;  Efl.  Date,  26  Sept.  64;  Sup.  Arndt.  No. 

;  2;  Dated,  22  Feb.  64 


Procedure  turn  N  side  of  ers,  218°  Outbnd,  038°  Inbnd,  1600'  vrittain  10  miles. 

Minimum  altitude  Over  facility  on  final  approach  ers,  1600'. 

Crs  and  distance,  facility  to  airport,  038°— 8.4  miles. 

If  visual  contact  not  established  upon  descent  to  authorised  landing  minimiims  or  if  landing  not  accomplished  within  8.4  miles  after  passing  HQN  VOR,  turn  right,  climb 
to  1600'  direct  to  HQM  VOR. 

Caution;  600'  hills  N  and  NE  of  airpmt. 

*A11  circling  and  maneuvering  will  be  executed  S  of  Runway  6/24. 

MSA  within  25  mUes  of  facility:  315°-045°— 2000';  045°-185°— 2700';  135°-226°— IW;  225°-316°— 1100'. 

City,  Hoquiam;  State,  Wash.;  Airport  Name,  Bowerman;  Elev.  14';  Fac.  Class.,  H-BVOR;  Ident.,  HQM;  Procedure  No.  1,  Arndt.  4;  Eff.  Date,  26  Sept.  64;  Sup.  Arndt.  No.  3; 

Dated,  6  June  64 


7*mile  radar  fix  on  MRB  VOR*. 


MRB  VOR  (final) .  Direct 


300-1 

300-1 

200-H 

500-1 

500-1 

600-14 

500-m 

600-lV^ 

600-2 

NA 

NA 

NA 

800-2 

800-2 

800-2 

Radar  vectoring  authorised  in  accordance  with  approved  patterns. 

Procedure  turn  S  side  of  crs,  110°  Outbnd,  200°  Inbnd,  3100'  within  10  miles.  Beyond  10  miles  not  authinlsed. 

Nonstandard  due  to  ATC  requirements 

Minimum  altitude  over  facility  on  final  approach  crs,  3000'. 

Crs  and  distance,  facility  to  airport,  289°— 5.9  miles. 

If  visual  contact  not  establisbea  upon  descent  to  authorised  landing  minimiims  or  if  landing  not  accomplished  within  5.9  miles  after  passing  MRB  VOR,  make  immediate 
left-climbing  turn  to  3100'  direct  to  MRB  VOR,  bold  SE  on  R-110 1-minute  left  turns. 

*Procedure  turn  not  reqtfired  if  aircraft  is  positioned  by  Dulles  Radar  on  final  approach  MRB  VOR  R-110  within  7  miles  from  MRB  VOR. 

Note:  For  W  dep^ure  on  V8,  V44,  V166  from  Runway  26  make  left-climbing  turn  after  takeoff,  cMmb  on  360°  heading  to  3000',  proceed  as  cleared.  For  W  departures 
from  other  runways  after  takeoff  climb  on  360°  heading  to  3000',  i^oceed  as  cleared. 

Caution;  Terrain  1690'  5  miles  W  of  airport. 

City,  Martinsburg;  State,  W.  Va.;  Airport  Name,  Martinsburg  Municipal;  Elev.  556';  Fac.  Class.,  M-BVORTAC;  Ident.,  MRB;  Procedure  No.  1,  Arndt.  2;  Eff.  Date,  26  Sept. 

64;  Sup.  Arndt.  No.  1;  Dated,  8  Feb.  64 


300-1 

300-1 

300-1 

700-1 

700-1 

700-14 

700-2 

700-2 

700-2 

800-2 

800-2 

800-2 

Radar  vectoring  authorised  in  accordance  with  approved  patterns.  (Radar  site  at  Tinker  AFB.) 

Radar  vectoring  may  be  used  to  position  aircraft  for  a  final  approach  within  5  miles  SW  of  OEC  VOR  with  the  elimination  of  procedure  turn. 

Procedure  turn  W  side  of  crs,  220°  Outbnd,  040°  Inbnd,  2500'  within  10  miles.  Nonstandard  due  to  ATC  requirements. 

Minimum  altitude  over  facility  on  final  approach  crs,  2400'. 

Crs  and  distance,  facility  to  airport,  040°-^.l  miles. 

If  visual  contact  not  established  upon  descent  to  authorised  landing  minlmums  or  if  landing  not  accomplished  within  8.1  miles  after  passing  OEC  VOR,  turn  left,  intercept 
the  OEC  VOR  R-027,  climb  to  3000'  within  20  miles. 

MSA  within  25  mUes  of  facility:  000°-<»0°— 3800';  090°-180°— 2900';  180°-270°— 3000';  270°-360°— 2700'.  • 

City,  Oklahoma  City;  State,  Okla.;  Airport  Name,  Wiley  Poet;  Elev.,  1303';  Fac.  Class.,  BVORTAC;  Ident.,  OEC;  Procedure  No.  1,  Arndt.  5;  Eff.  Date,  26  Sept.  64;  Sup. 

Arndt.  No.  4;  Dated,  16  Nov.  63 


T-dn . 

300-1 

NA 

O-dn . . 

600-1 

NA 

8-dn-9.. . 

600-1 

NA 

A-dn . 

NA 

NA 

Procedure  tom  S  side  of  crs,  266°  Outbnd,  086°  Inbnd,  1900'  within  10  miles. 

Minimum  altitude  over  facility  on  final  approach  crs,  900'. 

Crs  and  distance,  facility  to  airport,  086°— 3.6  miles. 

If  visual  contact  not  establisheid  umn  descent  to  authorised  landing  minimnins  at  if  landing  not  accomplished  within  3.6  miles  after  passing  COL-VOR,  make  a  right- 
climbing  turn  to  1900'  and  return  to  COL-VOR.  Hold  W,  1-minute  right  turns,  Inbnd  crs,  086°.  « 

MSA  within  25  miles  of  facility:  000°-090°— 2600';  090°-180°— 1600';  180°-270°— 1600';  270°-^60°— 1800'. 

City,  Red  Bank;  State,  N.J.;  Airport  Name,  Bed  Bank;  Elev.,  80';  Fac.  Class.,  L-BVORTAO;  Ident.,  OOLr  Procedure  No.  1,  Arndt.  3;  Eff.  Date,  26  Sept.  64;  Sup.  Arndt. 

No.  2;  Dated,  22  Feb.  64 
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4.  By  amendliig  the  following  terminal  very  high  frequency  omnirange  (TerVOR)  procedures  prescribed  in  8  97.13  to  read: 

Tbucinal  VOR  Standard  Inbtrumrnt  Approach  Procrdurr 

BearlncBi  headings,  courses  and  radiate  are  magnetic.  Elevations  and  altitudes  are  In  feet  M8L.  Ceilings  are  In  feet  above  airport  elevation.  Distances  are  in  nautical 
tniite  iiniflM  otherwise  indicated,  except  visibilities  which  are  in  statute  miles. 

If  an  instrument  approach  procedure  of  the  above  type  is  conducted  at  the  below  named  airport,  It  shall  be  in  accordance  with  the  following  instrument  approach  procedure, 
nniaw  an  approach  is  conducted  in  accordance  with  a  different  procedure  for  such  airport  authorised  by  the  Administrator  oi  the  Fedwal  Aviatkm  Agency.  Initial  approaches 
be  mMe  over  specified  routes.  Minimum  altitudes  shall  oorresp(md  with  those  established  for  en  route  operation  in  the  parUcnlar  ares  or  as  set  fiNth  below. 


Transition 

Ceiling  and  visibility  minimums 

Prom— 

" 

To- 

Course  and 
.  distance 

MlnlmiiTn 

altitude 

(feet) 

Condition 

2-englne  or  less 

More  than 
2-englne, 
mon  than' 
66  knots 

66  knots 
or  less 

More  than 
66  knots 

Int  _ 

Zone  Int  (final) _ 

Via  BRT  VOR 
B-003and 

ADS  VOR 
R-326. 

1700 

T-dn _ 

300-1 

400-1 

400-1 

800-2 

300-1 
600-1 
-  400-1 
800-2 

200-H 

600-14 

400-1 

800-2 

C-dn. . 

S-dn-16 . 

A-dn . . 

Radar  vectoring  authorised  in  accordance  with  approved  patterns. 

Procedure  turn  not  authorised. 

Minimum  altitude  over  Z<me  Int,  1700'. 

Ors  and  distance,  Zooe  Int  to  airport,  146°— 6.0  milee. 

Crs  and  distance,  bre^off  point  to  end  of  runway,  163°— 0.2  mile. 

If  visual  contact  not  established  upon  descent  to  authorised  landing  minimums  or  if  landing  not  accomplished  within  0.0  mOe  of  ADS  VOR,  tom  left,  proceed  direct  to 
DAL  VOR.  climbing  to  2000'. 

Non:  Dual  operating  VOR  equipment  or  radar  servloe  required  to  execute  this  procedure.  ' 

Other  change:  Deletes  note  “Air  Carrier  use  not  authorised". 

MSA  within  26  mifee  of  the  fecility:  000°-090°— 2200';  000°-180°— 2100';  180°-270°— 3400';  270°-000°— 2100'. 

City,  Dallas;  State,  Tex.;  Airport  Name,  Addison;  Elev.,  637';  Fac.  Class.,  L-BVOR;  Idmt.,  ApS;  Procedure  No.  TerVOR-16,  Arndt.  7;  Eft.  Date,  26  Sept.  64;  Sup.  Arndt. 

No.  6;  Dated,  18  July  64 


UiMR  Ave  Tnt  - .  _  _  .  .  _  _  _  _  _ 

Vickery  Tnt  (final)  -  _  _  _ .  - 

Diiect _  .  _  _ 

2000 

T-dn..  _ _ 

800-1 

800-1 

200-4 

C-^ _ 

400-1 

600-1 

600-i4 

S-dn-88 _ 

400-1 

400-1 

400-1 

- 

A-dn _ 

800-2 

800-2 

800-2 

Radar  vectoring  authorised  in  accordance  with  approved  patterns. 

Procedure  turn  not  authorised. 

Minimum  altitude  over  Vickery  Int  on  final  approach  crs,  2000'. 

Crs  and  distance,  Vickery  Int  to  airport,  340° — 4.7  miles. 

Crs  and  distance,  breakoff  point  to  end  of  runway,  333°— 1  mQe. 

If  visual  (xmtact  not  established  upon  descent  to  authorised  landing  minimums  or  if  landing  not  accomplished  within  0.0  mile  of  ADS-VOR,  turn  right  and  proceed  direct 
to  DAL-VOR,  dimbing  to  2000'. 

Notk:  Dual  operatmg  VOR  equipment  or  radar  service  required  to  execute  this  procedure. 

Other  change:  Deletes  note  “Air  Carrier  use  not  authorised".  ' 

MSA  within  26  miles  of  facility:  000°-090°— 2200';  0#0°-180°— 2100';  180°-270°— 8400';  270^860°— 2100'. 

City,  Dallas;  State,  Tex.;  Airport  Name,  Addison;  Elev.,  637';  Fae.  Class.,  L-BVOR;  Ident.,  ADS;  Procedure  No.  TttVOR-33,  Arndt.  6;  Eff.  Date,  26  Sept.  64;  Sup.  Arndt. 

No.  6;  Dated,  18  July  64 


T-dn . . . 

800-1 

800-1 

800-1 

.  . 

0-dn. _ 

800-14 

800-14 

800-14 

A-dn _ 

NA 

NA 

NA 

Procedure  turn  E  side  of  crs  142°  Outbnd,  322°  Inbnd,  4600'  within  10  miles. 

Minimum  altitude  over  facility  on  final  approach  crs,  3700'. 

Facility  on  airport. 

Breakoff  point  to  runway,  347° — 1.0  mile. 

If  visual  contact  not  established  upon  descent  to  authorised  landing  minimums  or  if  landing  not  accomplished  within  0.0  mile  after  passing  LBL  VOR,  climb  to  4600'  on 
B-322  within  10  miles,  make  left  turn  and  return  to  LBL  VOR. 

Caution:  3630'  tower  1.9  miles  E  of  airport. 

Notxs:  When  3630'  tower  is  not  visible  on  takeoff,  climb  to  4600'  on  runway  heading  before  turning  toward  tower.  Night  operations  on  Runways  36  R  and  17L  only. 
MSA  within  26  miles  of  facility:  000°-360°— 4600'. 

City,  Liberal;  State,  Eans.^  Aiirort  Name,  Liberal  Municipal;  Elev.,  2888';  Fac.  Class.,  M-BVOR;  Ident.,  LBL;  Procedure  No.  TerVOR-36,  Arndt.  Orlg.;  Eff.  Date,  26  Sept.  64 
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RULES  AND  REGULATIONS 


5.  By  amending  the  following  very  high  frequency  omnirange-distance  measuring  equipment  (VOR/DME)  procedures 
prescribed  in  i  97.15  to  read: 

yOB/Dm  STAKDASD  INSTEUMSHT  APPROACH  PBOCRDVRR 

BearliigB,  beadiiu^,  oonnes  and  radlato  are  magDetio.  EtoTattons  and  altitudes  are  In  feet  M8L.  Ceilings  are  in  feet  abope  airpwt  elevation.  Distances  are  in  nautical 
miles  nnWwe  otberwlse  indicated,  except  visibilities  which  are  in  statute  miles. 

If  an  instrument  approadi  procedure  of  the  above  t vpe  is  oonduoted  at  the  below  named  airport,  it  shall  be  in  accordance  with  the  following  Instrument  approach  procedure 
unless  an  approach  is  conducted  in  accordance  with  a  amOrent  procedure  for  such  airport  authorised  by  the  Administrator  of  the  Federal  Aviation  Agency,  initial  approaches 
shall  be  made  over  speclfled  routee.  Minimum  altitudes  shall  correspond  with  those  established  for  en  route  operation  in  the  particular  area  or  as  set  forth  below. 


Transitica 

Celling  and  visibility  minimums 

From— 

Tu- 

Course  and 
distance 

Minitnnni 

altitude 

(feet) 

Condition 

2-englne  or  less 

More  than 
2-engine, 
more  than 
66  knots 

66  knots 
or  less 

More  than 
66  knots 

DAL  VOR _ - _ 

Bit-milea  DME  fli  R-180 

Dlrnet 

1400 

T-ilii 

300-1 

800-1 

800-2 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

1  > 

C-d . 

C-n . 

A-dn . 

Dallas  Radar  (Love  Field)  may  be  used  to  position  aircraft  on  final  approach  when  within  6  miles  N  of  D^L  VOR  with  elimination  of  procedure  turn. 

Procedure  turn  E  side  of  ers,  000°  Outbnd,  189°  Inbnd,  2200'  within  10  miles.  Beyond  10  miles  not  auttoized.  Nonstandard  due  to  ATC  requirements. 

Minimum  altitude  over  facility  on  final  approach  ers,  2000'. 

Crs  and  distance,  facility  to  airport,  188° — 0.8  miles. 

If  visual  contact  not  established  upon  decent  to  authorized  landing  mlnimums  or  if  landing  not  accomplished  within  9.8  miles  after  passing  DAL  VOR,  tom  left,  climb  to 
2900'  on  crs  090°  within  20  miles. 

Notes;  1.  No  weather  service  available.  Night  operation  restricted  to  Runway  13-31.  (Full  length  of  Runway  13-31  not  visible  from  either  end.)  Procedure  not  wholly 
contained  within  controlled  airspace.  2.  Obtain  traflic  information  from  Garland  UNICOM  {vior  to  takeoff  8E.  Pilots  using  this  procedure  are  requested  to  close  their  IFR 
fliKby>lan  with  DAL  approach  control  when  landing  at  Garland  Airport  is  assured,  or  by  commercial  facilities  as  soon  as  practicable  after  landing.  3.  When  authorized  by  ATC 
DM  E  may  be  used  to  orbit  within  10  miles  to  R-000  at  2200'  for  a  straight-in  approach  mth  elimination  of  procedure  turn. 

Caution:  Final  approach  crs  1  mile  E  of  TEMCO-Garland  Airport.  2  1020'  radio  towers  2.2  miles  NNE,  809'  and  Oil'  towers  4.3  miles  E  of  airport. 

MSA  within  26  miles  of  faclUty:  000°-090°— 2100';  090°-180°— 2000';  180°-270°— 3300';  270°-360°— 2200'. 

City,  Dallas;  State,  Tex.;  Airport  Name,  Dallas  Garlahd;  Elev.,  614';  Fac.  Class.,  H-BVORTAC;  Ident.,  DAL;  Procedure  No.  VOR/DME  No.  1,  Arndt.  1;  Eff.  Date,  26  Sept. 

64;  Sup.  Arndt.  No.  Grig.;  Dated  26  July  64 


Pendleton  LFR.. _ 

PDT  VOR  _  . 

3600 

T-dn . 

300-1 

300-1 

200-H 

Gardena  Int/10.7-mile  DME  fix  R-006 _ 

PDT  VOR  _  _ 

Direct 

3600 

O-rtn _ 

600-1 

600-1 

600-iH 

Pilot  Rock  Int/16.9-mile  DME  fix  R-117. _ 

PDT  VOR . 

Direct 

4500 

R-<iTi-7i 

400-1 

400-1 

400-1  ' 

Echo  Int/12-mlle  DME  fix  R-234 . 

PDT  VOR  _ 

Direct 

3600 

A-dn 

800-2 

800-2 

800-2 

Cold  Springs  Int/10.4-mlle  DME  fix  R-290. 

PDT  VOR . 

Direct 

3600 

Mission  Int/10.8-mlle  DME  fix  R-070 . 

PDT  VOR . 

Direct . 

3600 

_ 

Procedure  turn  N  side  of  crs.  261°  Outbnd,  071°  Inbnd,  3600'  within  10  miles. 

Minimum  altitude  over  facility  on  final  approach  crs,  2600'. 

Crs  and  distance,  facility  to  airport,  071°— 3.6  miles. 

If  visual  contact  not  established  upon  descent  to  authorized  landing  minimums  or  if  landing  not  accomplished  within  3.6  miles  after  passing  PDT  VOR,  make  left-climbing 
turn  direct  to  PDT  VOR,  continue  cumb  to  4000'  on  R-261  within  10  miles  of  PDT  VOR. 

Note:  When  authorized  by  ATC,  DME  may  be  used  within  8  miles  at  3600'  to  position  aircraft  for  straight-in  approach  with  elimination  of  the  procedure  turn. 

#400-^  authorized,  except  for  turbojet  aircraft,  with  operative  blgb-intensity  runway  lights. 

MSA  within  26  miles  of  facility:  316°-046°— 3300';  046°-136°-0200';  136°-226*— 6400';  22^15°— 2900'. 

City,  Pendleton;  State,  Oreg.;  Airport  Name,  Pendleton  Municipal;  Elev.,  1493';  Fac.  Clas.s.,  H-BVORTAC;  Ident.,  PDT;  Procedure  No,  VOR/DME  No.  1,  Arndt.  2;  Eff. 

Dated,  26  Sept.  64;  Sup.  Arndt.  No.  1;  Dated,  16  Aug.  64 


Wnndlend  EKf 

PDY  VOR 

Direct 

4000 

T-dn* 

300-1 

300-1 

200-H 

10-mile  DME  fix  R-332 . 

PDX  VOR  (final) 

Direct 

3000 

O-d  . 

900-1 

000-1 

900-iH 

LaCenter  FM _ • _ 

POX  VOR  (final) _ 

Direct- __  _  __ 

3000 

0-n„ . - 

000-2 

'  900-2 

900-2 

PDX  VOR__  . 

Direct  .  . 

5400 

A-dn 

1000-2 

1000-2 

1000-2 

10-mile  DME  fix  R-060 . 

PDX  VOR _  _ 

Direct  _  _  . 

4000 

10-mile  DME  fix  R-074...., . 

PDX  VOR . 

Direct _ 

4000 

Radar  vectoring  authorized  in  accordance  with  approved  pattenm. 

Procedure  turn  W  side  of  crs,  332°  Outbnd,  162°  Inbnd,  4O0O'  within  10  miles. 

Minimum  altitude  over  facility  on  final  approach  crs,  3000'. 

Crs  and  distance,  facility  to  airport,  160°— 9.2  miles.  ' 

If  visual  contact  not  established  upon  descent  to  authorized  landing  minimums  or  if  landing  not  accomplished  within  9.2  miles  after  passing  PDX  VOR,  turn  left  and  return 
direct  to  PDX  VOR  climbing  to  4000'. 

Caution:  664'  terrain  1.8  miles  SE  of  airport. 

Note:  When  authorized  by  ATC,  DME  may  be  used  between  R-160  clockwise  to  R-332  within  16  miles  at  4000'  to  position  aircraft  for  straight-in  approach  with  elimina¬ 
tion  of  the  procedure  turn. 

*200-H  authorized  on  10  R  and  L./28  R  and  L.  700-2  required  on  Runways  2  and  20. 

MSA  within  26  miles  of  facility:  046°-136°— 6600';  136°-«26°— 3200';  226°-316°— 3300';  316°-045°— 6600', 

City,  Portland;  State,  Oreg.;  Airport  Name,  Portland  International;  Elev.,  26';  Fac.  Class„  H-BVORTAC;  Ident.,  PDX;  Procedure  No.  VOR/DME  No.  1,  Arndt.  2;  Eff. 

Date,  26  Sept.  64;  Sup.  Arndt.  No.  1;  Dated,  26  July  64 
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6.  By  amending  the  following  instrument  landing  system  procedures  prescribed  in  9  97.17  to  read: 

ILS  Stamdabd  Inbtbdmimt  Afpboach  Pbocbddu 

Bearing*,  beadings,  ooorses  and  radlab  are  magnetic.  Eleyations  and  altltndee  are  In  feet  M8L.  CdUngs  are  in  feet  above  airport  etevatlon.  Dlstanoes  are  In 
tniww  unless  otherwise  indicated,  except  visibilities  which  are  in  statute  mUes. 

If  an  instnunent  approach  proeedore  <rf  the  above  type  is  condnoted  at  the  below  named  airport,  it  shall  be  in  accordance  wltb  the  following  instrument  approach  procedure, 
nnless  an  approach  is  conducted  in  accordance  with  a  dbSerent  procedure  for  such  airport  authorised  by  the  Administrator  of  the  Federal  Aviation  Agency.  Initial  approaches 
ihftii  be  made  over  specified  routes.  Minimum  altitudes  shall  correspond  with  those  established  for  en  route  operation  in  the  particnlar  area  or  as  set  forth  below. 


Transition 

Celling  and  visibility  minimums 

/  - 

From— 

To- 

Course  and 
distance 

Minimnin 

altitude 
.  (feet) 

Condltfon 

2«ngine  or  less 

More  than 
3-engine, 
more  than 
66  knots 

66  knots 
or  less 

More  than 
66  knots 

go  T.gR  _  _ 

LOM _  _ 

Direct  _  . 

2100 

2100 

1600 

T-Ai 

300-1 

600-1 

200-4 

600-2 

300-1 

600-1 

200-4 

600-2 

200-4 

600-14 

200-4 

600-2 

grin  VOR  _  _ 

LOM _  _ 

Direct 

0-<ln 

12-mile  DME  fix*  and  N  crs  EUQ  localizer. 

LOM  (floAl) _  .  _ 

Direct _ 

S-dn-16  . 

A-(in 

Procedure  turn  E  side  of  crs,  339°  Outbnd,  169°  Inbnd,  2100'  within  10  miles. 

Minimum  altitude  at  glide  slope  int  Inbnd,  1600'. 

Altitude  of  glide  slope  and  distance  to  approach  end  of  runway  at  LOM,  1480'— 3.7  miles;  at  LMM,  570'— 0.6  mile. 

If  visual  contact  not  established  upon  descent  to  authorised  landing  minimums  or  if  landing  not  accomplished,  turn  right  and  climb  to  2100'  on  N  crs  Eugene  ILS  localiser 
within  10  miles  of  LOM  or,  when  directed  by  ATC,  tom  right  and  climb  to  2100'  on  R-366  EUQ  VOR  witoin  10  miles. 

Caution:  High  terrain  E  and  W. 

Non:  When  authorised  bv  ATO,  DME  may  be  used  between  R-326  EUQ  VOR  clockwise  to  R-OlO  EUQ  VOR  within  12  miles  at  3000'  to  position  aircraft  for  straight-in 
wproach  with  elimination  of  the  procedure  tom. 

*Qlide  slope  altitude  at  12-mile  DME  fix,  3700'. 

City,  Eugene;  State,  Oreg.;  Airport  Name,  Mahkm  Sweet  Field;  Elev.,  366';  Fac.  Class.,  ILS;  Ident.,  I-EUQ;  Procedure  No.  ILS-16,  Arndt.  16;  Eff.  Date,  26  Sept.  64;  Sup. 

Arndt.  No.  16;  Dated,  13  Apr.  63 


SZ  LOM  _  _  _  _ 

Direct... 

2000 

T-dn  _ 

300-1 

300-1 

200-4 

600-1^ 

20O-4 

600-2 

fU  LFR  _  _ 

SZ  LOM _  _ 

Direct _  - 

2000 

O-dn 

600-1 

600-1 

flF.A  VOR  _ 

SZ  LOM  .  _ 

Direct _ 

2000 

S-dn-16%  _ 

200-4 

600-2 

200-4 

600-2 

PAR  VOR  _ 

SZ  LOM _ 

Direct  ..  _ 

2000 

A^n  ... 

Purtnn  VHF  Tnt _  ..  .. 

SZ  LOM  _  _ 

Direct _  _  _ 

2000 

iiOfall  VHP  Int  _ _  _ 

SZ  LOM  _  _  .  _ 

Direct.  ..  ..  . 

2000 

Radar  vectoring  authorised  in  accordance  with  approved  patterns. 

Procedure  torn  W  side  of  crs,  338°  Outbnd,  168°  Inbnd,  2000'  within  10  miles. 

Final  apiwoach  from  holding  pattern  at  SZ  LOM  not  authorised,  iwocedure  turn  required. 

Minimum  altitude  at  glide  slope  interception  Inbnd,  1700'. 

Altitude  of  glide  slope  and  distance  to  apiNoach  end  of  runway  at  OM,  1672' — 4.1  miles;*  at  MM,  632'— 0.6  mUe.* 

If  visual  contact  not  established  upon  d^^t  to  authorised  landing  minimums  or  if  landing  not  accomplished,  climb  to  1700'  direct  to  SE  LOM  or,  when  directed  by  ATC, 
turn  right,  cUmb  to  2000'  on  R-226  SEA  VOR  to  Burton  Int. 

Caution:  Terrain  and  trees  to  691'  located  Immediately  N  and  NE  of  airport. 

%400-1  required  when  glide  slope  not  utilized.  400-4  authorized,  except  for  turbojet  aircraft,  with  operative  ALS  and  high-intensity  nmway  lights. 

*Distance Indicated  is  to  the  displaced  threshold. 

City,  Seattle;  State,  Wash.;  Airport  Name,  Seattle-Tacoma  International;  Elev.,  428';  Fac.  Class.,  ILS;  Ident.,  I-SZI;  Procedure  No.  ILS-16,  Arndt.  4;  Eff.  Date,  26  Sept.  64; 

Sup.  Arndt.  No.  3;  Dated,  2ffJuly  64 


BJLPR  ___ 

SP.  LOM  _  _ 

Direct  ..  __  _ 

2000 

T-dnf# 

300-1 

300-1 

200-4 

600-14 

200-4 

600-2 

BEA  VOR  _  _  _ 

SE  LOM  _ 

Direct _  __ 

2000 

O-dn 

600-1 

600-1 

Milton  VHP  Int 

SE  I.OM  (final)  _  _ 

Direct 

1600 

S-dn-.34S% 

200-4 
'  «)0-2 

200-4 
.  000-2 

Fairgrounds  VHP  Int*,  .  .  _  _  _  _ 

SE  LOM  ; _  _ 

Direct  .  .  _ 

2000 

A-dn 

Burton  VHP  Int  .. 

SE  LOM  __  .  _ 

Direct . .  __ 

2000 

Radar  vectoring  authorised  in  accordance  with  approved  patterns. 

Procedure  turn  E  side  of  crs,  168°  Outbnd,'  338°  Inbnd,  1700'  within  10  miles. 

Minimiun  altitude  at  glide  slope  interception  Inbnd,  1000'. 

Altitude  of  glide  slope  and  distance  to  approach  end  of  runway,  at  OM,  1685'— 4.0  mUes;  at  MM,  660'— €.6  mile. 

If  visual  contact  not  established  upon  descent  to  authorized  landing  minimums  or  if  landing  not  accomplished,  climbio  2000'>direct  to  SZ  LOM  or,  when  directed  by  ATC, 
tom  left,  climb  to  2000'  on  R-226  SEA  VOR  to  Burton  Int. 

Caution:  Terrain  and  trees  to  691'  located  immediately  N  and  NE  of  airport. 

*Traqsition  to  Fairgrounds  hit  authorized  from  McChwd  AFB  RBn  on  era  020°,  2000'. 

%400-1  required  whm  glide  slope  not  utilized.  400-4  authorized,  except  for  turbojet  afrcraft,  wltb  opwative  ALS  and  high-intensity  runway  lights.  ' 
fRunway  visual  range  (RVR)  2600'  also  authorized  for  landing  on  Runway  34,  provided  that  aO  components  of  the  ILS,  high-intensity  runway  lights,  approach  lights, 
MHidenser  discharge  flashers,  outer  compass  locator,  and  all  related  airborne  equipment  are  in  satisfactory  operating  condition.  Descent  below  628'  shall  not  be  made  unless 
visual  contact  with  the  approach  lights  bas  been  established  or  the  aircraft  is  clear  of  clouds. 

fIRunway  visual  range  2600'  also  authorized  for  takeoff  on  Runway  34  in  lieu  of  200-4  when  200-4  authorized,  providing  high-intensity  runway  lights  are  operational. 

City,  Seattle;  State,  Wash.;  Airport  Name,  Seattle-Tacoma  International;  Elev.,  428';  Fac.  Class.,  ILS;  Ident.,  I-SEA;  Procedure  No.  lLS-34,  Arndt.  26;  Efl.  Date,  26  Sept.  64; 

Sup.  Arndt.  No  24;  Dated,  4  Apr.  64 


No.  181 


-2 
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RULB  AND  REGULATIONS 


7.  By  am<mdlng  the  following  ndn*  proeedares  pretrtbed  In  1 97.19  to  read: 

BMuMT  ScAimia*  luanuHBHT  AmoACH  PBocBDtnia 


bw^jnp,  aoQW  »d  hmMbIi  m  ■wuntle.  ITi  w>f  md  tjUtaam  tn  la  IMt,  MBL.  Cellliisi  are  In  tost  Abore  Airport  tiavatloii.  DMAnoei  Are  In  naatlcal 
mOoB  union  otberwtoe  indloAted,  exo^H  ▼taibilitlM  wblidi  Are  In  statute  miles.  ' 

Vesete  tsAWoBant  appreaieh  a  esodosM  se  ttae  bslMr  named  Airport,  tt  rtadl  be  in  Aooordanee  with  tbs  •Dlknrtaif  tnstmment  pcooedurSk  unless  an  Apimadi  a  eondocted 

M  AoeordArwe  uttb  a  dMnent  piecedute  fOr  suab  afcnait  anrhertssd  by  the  AdminatrAtar  at  the  Federal  Ariatkmlteaoy.  InltSil  ^uroadieB  sball  be  made  over  spedfled 
routes.  MlHlBsnmAltaDde(s)ahAHootTaspend  wttb  tnoeas^aNabedfcren  route  operatloo  In  the  psrtlonar  area  or  AS  set  ftarth  below.  Postttreldentllloatkm  most  beestab- 
Us  bed  with  the  radar  oootroUar.  From  Initial  oontact  with  radar  to  final  authorised  minimnma,  the  Instrootlons  ot  the  radar  «v«itTrtitof  m  mandatory  axoept  when 

(A)  Tlsoal  oontaot  a  establisbed  on  final  approctoh  at  or  before  descent  to  tte  authorised  landing  mlalmoms,  or  (B)  at  pilot’s  discretion  If  It  appears  desirable  to  discontinue 
the  approaoh,  eneapt  whan  tba  radar  oontroBer  may  dlreet  otherwise  prior  to  final  approach,  a  missed  approach  ab^  be  execnted  as  proyided  below  when  (A)  oommonicatlon 
on  final  approach  la  lost  Jar  mote  than  fi  aeoonda  daring  a  predaion  approaoh,  or  ior  more  than  30  seoonds  during  a  surrolllanoe  approach;  (B)  directed  by  radar  controller- 
(O)  Ttonal  oontact  la  not  eatabllshed  opon  deaoent  to  auuiorlied  landing  mlnlmoms;  or  (D)  if  landing  Is  not  aooompUsbed.  ' 


Tranaitlan 

Frcmi— 

To— 

Courae  and 
dlstanoe 

Minimum 

idtltude 

(feet) 

100° _ 

200°  _  . 

Within: 

Smiles _ 

11  a  mi|ee . 

2000 

2000 

200° _ 

100° . . . 

Gelling  and  ylsibQity  niinininm« 


Condition 


2-englne  or  less 


05  knots 
or  leas 


More  than 
05  knots 


More  than 
2-aiglne, 
more  than 
05  knots 


T-dn _ 

C-dn . 

S-dn-ll/». 
A-dn . 


Soryeillaaoe  approach 


MO-l  800-1 
500-1  500-1' 
500-1  MO-l 
800-g  800-2 


li 


S-dn-29. 


Predsion  approach 
I  300  J^|  SOb-Ji 


200-Vi 
600-1 U 
600-1 
800-2 


300-Ji 


If  vlaoal  oootaet  not  eatabUabed  upon  descent  to  aathoriaed  landing  minimnnn  or  if  landing  not  a<w>nnpn»iw>d — 

Runway  29:  Turn  right,  climb  to  2000'  on  8NS  VOB  R-293  to  Moss  Landing  Int.  HoldSE  in  a  1-minute  bolding  pattern,  US”  Outbnd,  203’’  Inbnd,  right  turn  or,  when 
directed  by  ATC,  climb  to  2000'  on  ers  290°  to  intercept  the  016°  bearing  from  MontereyLOM,  tbence  direct  to  the  Monterey  LOM. 

Runway  11:  ‘rum  left,  dlmb  to  2000'  on  8NS  VOR  Rr-293  to  Moea  Landing  Int.  Hold  8E  in  a  l^einute  holding  pattern.  113°  Outbnd,  293°  Inbnd,  right  turn  or,  when 
direeted  by  ATC,  climb  to  2000'  on  era  290°  to  intercept  the  016°  bearing  from  Monterey  LOM,  tbence  direct  to  ttaeMonterey  LOM. 

Non:  Authonted  for  military  use  cmly  except  by  prior  arrangement. 

City,  Fort  Ord;  8tate,  Calif.;  Airpen-t  Name,  Fritxscbe  AAF;  Elev.,  134';  Fac.  Class,  and  Ident.,  Fort  Ord  Radar;  Procedore  No.  1,  Arndt.  2;  Ell.  Date,  26  Sept.  64;  8up.  Amdt. 

No.  1;  Dated  30  Nov.  63 


000°. 

000°. 


360° . . 

Within: 

10  milM 

2600 

.%0° _  _  _  _ 

20  miles _ 

5600 

Precisioni^vroaeh 


ETirfMlIMIII 

EKffVHHHH 

liRrTiimvUUB 

|:S  bvMWi 

liiijBB 

200-H 

600-lH 

200-H 

600-2 


200-H 

600-lH 

400-1 

800-2 


If  Tlsual  oontact  not  establisbed  uptm  descent  to  anthoriaed  landing  mlnlmuma  or  if  landing  not  aocomplisbed— 

Runway  84:  Climb  to  2000'  direct  to  8Z  LOM  or,  when  directed  by  ATC,  turn  left,  climb  to  2000',  intweept  R-226  of  Seattle  VOR,  thence  to  Barton  Int. 

Runway  2:  Left  turn,  dimb  to  2000'  direct  te  SZ  LOM  or.  wben  directed  by  ATC,  turn  left,  climb  to  2000',  interoapt  R-225  of  Seattle  VOR,  tbence  to  Burton  Int. 

Runway  16:  Climb  to  2000'  direct  to  SE  LOM  or,  when  directed  by  ATO,  turn  rfe^.-cUmb  to  2000',  intercept  R-225,  tbence  to  Burton  Int. 

Runway  20:  Left  turn,  climb  to  2000'  direct  to  SE  LOM  or.  when  directed  by  ATC,  tom  right,  climb  to  2000',  intercept  R-225,  tbence  to  Burton  Int. 

Alternate  missed  approach  (idl  runways):  Climb  to  2000'  direct  to  Seattle  LFR. 

Caution:  Terrain  and  trees  to  501'  locate  immediately  N  and  NE  of  airport. 

f  Ronway  visual  range  2600'  also  autborieed  for  takeoff  on  Runway  34  in  Ueu  of  200-H  when  200-H  is  aathoriaed,  provided  hlgh-lnteasity  llghta  are  operational. 
fiRunway  visual  range  (RVR)  2600'  also  autborized  for  landing  on  Runway  34,  provided  that  all  oon^nents  ot  the  PAR,  higta-intenaity  runway  it^ts,  apiH-oach  lights, 
fMAmnmrr  discharge  flashers,  and  all  related  airborne  equipment  are  in  aatisfrMitory  operating  conditiim.  Descent  below  628'  aball  not  be  made  unless  visual  oontact  with  the 
M>proacb  ll^ta  hm  been  establfohed  or  tbe  aircraft  is  rHoar  of  ekiodi. 

g409-H  antborized,  except  for  turbojet  aircraft,  with  operative  ALS  and  high-intensity  runway  lights.  i 

City.  Seattle;  State.  Wash.;  Airport  Name,  Seattle-Tacoma  International;  Elev.,  428';  Fac.  Claaa.  and  Ident.,  Seattle-Tacoma  Radar;  Prooedura  No.  1,  Amdt.  10;  Eff.  Date, 

26  Sept.  64;  Sup  Arndt.  No.  9;  Dated.  26  July  64 


These  procedures  shall  become  effective  on  the  dates  specified  therein. 

(Secs.  S07(c) .  81S(a) ,  001.  Federal  Aviation  Act  of  1058;  49  UJS.C.  1948  (c) .  1364(a) .  1421;  72  SUt.  740,  752,  775) 

.  Issued  In  Washington.  D.C.,  on  Aug.  20. 1964. 

James  F.  Rudolph, 

Acting  Director,  Flight  Standards  Service. 

[Fit.  Doc.  64-8667;  FUed.  Sept.  24. 1964;  8:48  ajn.] 


FEDERAL  REGISTER 


13315 


Friday,  September  25,  1964 


Title  7— AGRICULTURE 


amended  (herein  referred  to  as  “act*’),  and  special  wearing  apparel,  such  as 
after  invesUgation  and  consideration  of  boots  and  raincoats,  required  to  dis- 


Chapter  III — ^Agricultural  Research 
Service,  Department  of  Agriculture 


the  evidence  obtained  at  the  public  hear¬ 
ing  held  in  Belle  Qlade,  Fla.,  on  Mi^  15, 
1964,  the  following  determination  is  here- 


charge  the  work  assignment. 

(b)  Workers  not  covered.  The  re¬ 
quirements  of  this  determination  are  not 


PART  318~HAWAIIAN  AND  TERRI¬ 
TORIAL  QUARANTINE  NOTICES 

Subpart — Hawaiian  Fruits  and 
Vegetables 

Admimxstrative  Instructions 

On  July  22,  1964,  there  was  published 
fii  the  Federal  Register  (29  FJl.  9843) 
a  notice  of  proposed  rule  making  relat¬ 
ing  to  amendments  of  the  administra¬ 
tive  instructions  in  7  CFR  3I8.13-4b. 
After  due  consideration  of  all  relevant 
matters  presented,  smd  pursuant  to  the 
authority  conferred  upon  the  Director  of 
the  Plant  Quarantine  Division  by 
§  318.13-4  (b)  of  the  regulations  supple¬ 
mental  to  the  Hawaiian  Fruits  and  Vege¬ 
tables  Quarantine  (7  CFR  318.13-4(b) ) , 
under  sections  8  and  9  of  the  Plant  Quar¬ 
antine  Act  of  August  20, 1912,  as  amended 
(7  UB.C.  161,  162),  administrative  in¬ 
structions  in  7  CFR  318.13-4b  are  hereby 
amended  by  inserting  in  paragraph  (a) 
thereof,  after  the  words  “Cavendish 
bananas.*’  the  following:  “Hawaiian 
Bluefield  bananas  (Gros  Michel),  apple 
bananas,  green  cooking  bananas,**  and 
by  adding  at  the  end  of  subparagraph 
(e)  (2)  thereof  another  sentence  to  read: 
“Following  expiration  of  the  exposure 
period,  bananas  fumigated  in  accord¬ 
ance  with  these  administrative  instruc¬ 
tions  shall  be  held  for  a  period  of  24  hours 
at  65°  F.  or  above  before  they  are  loaded 
in  a  vehicle  for  movement  from  the  area 
where  they  were  fumigated,  or  are  chilled 
to  cooler  temperatures.** 

(Sec.  9,  37  Stat.  318.  7  UJ3.C.  162.  Interprets 
or  applies  sec.  8,  37  Stat.  318,  as  amended, 
7US.C.  161) 

These  amendments  shall  become  effec¬ 
tive  October  26.  1964. 

The  first  amendment  herein  rec<^- 
nizes  that  a  number  of  varieties  of 
bananas,  in  addition  to  Cavendish  ba¬ 
nanas,  are  eligible  for  fumigation  with 
ethylene  dibromide  and  certification  for 
interstate  movement  from  Hawaii.  The 
second  amendment  provides  for  a  pre¬ 
cautionary  24-hour  holding  period  fol¬ 
lowing  fumigation  of  the  bananas. 

Done  at  Hyattsville,  Md..  this  22d  day 
of  September  1964. 

[seal]  P.  a.  Johnston, 

Director, 

Plant  Quarantine  Division. 
(PH.  Doc.  64-9746;  Piled,  Sept.  24,  1964; 
8:48  a.m.] 

Chapter  VIII — Agricultural  Stabiliza¬ 
tion  and  Conservation  Service 
(Sugar),  Department  of  Agriculture 

SUBCHAPTER  H — DETERMINATION  OF  WAGE 
RATES 

[Sugar  Determination  863.16] 

PART  863~SUGARCANE;  FLORIDA 
Wage  Rates 

f^suant  to  the  provisions  of  section 
301(c)(1)  of  the  Sugar  Act  of  1948,  as 


by  Issued: 

§  863.16  Fair  and  reasonable  wage  rates 
for  persons  employed  in  the  produc¬ 
tion,  cultivation,  or  harvesting  .  of 
sugarcane  in  Florida. 

(a)  Requirements.  A  producer  of 
sugarcane  in  Rorida  shall  be  deemed  to 
have  complied  with  the  wage  provisions 
of  the  act  if  all  persons  employed  on 
the  farm  in  production,  cultivation,  or 
harvesting  work  shall  have  been  paid  in 
accordance  with  the  following: 

(1)  Wage  rates.  All  such  persons 
shall  have  been  paid  in  full  for  all  such 
work  and  shall  have  been  paid  wages  in 
cash  therefor  at  rates  as  agreed  upon 
between  the  producer  and  the  worker 
but  not  less  than  the  following : 

(i)  For  work  ver formed  on  a  time 
basis. 

Rate 
per  hour 

(a)  Tractor  drivers  and  operators  of 
mechanical  harvesting  or  locullng 


equipment _ $1.36 

(b)  All  other  workers _  1. 16 


(ii)  For  work  performed  on  a  piece¬ 
work  basis.  The  piecework  rate  for  any 
operation  shall  be  as  agreed  upon  be¬ 
tween  the  producer  and  the  worker: 
Provided,  That  the  hourly  rate  of  earn¬ 
ings  of  each  worker  employed  on  piece¬ 
work  during  each  pay  period  (such 
pay  period  not  to  be  in  excess  of  two 
weeks)  shall  average  for  the  time  in¬ 
volved  not  less  than  the  applicable 
hourly  rate  prescribed  in  subdivision 
(i)  of  this  subparagrtqph. 

(2)  Compensable  working  time.  For 
work  performed  under  subparagraph  (1) 
of  this  paragitqih,  compensable  working 
time  includes  all  time  which  the  worker 
spends  in  the  performance  of  his  duties 
except  time  taken  out  for  meals  during 
the  work  day.  Compensable  working 
time  commences  at  the  time  the  worker 
is  required  to  start  work  and  ends  upon 
completion  of  work  in  the  field.  How¬ 
ever,  if  the  producer  requires  the  opera¬ 
tor  of  mechanical  equipment,  driver  of 
animals,  or  any  other  class  of  worker  to 
report  to  a  place  other  than  the  field, 
such  as  an  assembly  point  or  tractor 
i^ed,  located  on  the  farm,  the  time  i^ent 
in  transit  from  such  place  to  the  field 
and  from  the  field  to  such  place  is  com¬ 
pensable  working  time.  Any  time  spent 
in  performing  work  directly  related  to 
the  principal  work  performed  by  the 
workers,  such  as  servicing  equipment,  is 
compensable  working  time.  Time  of  the 
worker  while  being  transported  from  a 
central  recruiting  point  or  labor  camp 
to  the  farm  is  not  compensable  working 
time.  . 

(3)  Equipment  necessary  to  perform 
work  assignment.  The  producer  shall 
furnish  without  cost  to  the  worker  any 
equipment  required  in  the  performance 
of  any  work  assignment.  However,  the 
worker  may  be  charged  for  the  cost  of 
such  equipment  in  the  event  of  its  loss 
or  destruction  through  negligence  of  the 
worker.  Equipment  includes,  but  is  not 
limited  to,  hand  and  mechanical  tools 


applicable  to  workers  performing  serv¬ 
ices  which  are  indirectly  connected  with 
the  production,  cultivation,  or  harvesting 
of  sugarcane,  including  but  not  limited 
to  mechanics,  welders,  and  other  main¬ 
tenance  workers  and  repairmen. 

(c)  Evidence  of  compliance.  Each 
producer  subject  to  the  provisions  of 
this  section  shall  keep  and  preserve,  for 
a  period  of  two  years  following  the  date 
on  which  his  application  for  a  Sugar 
Act  payment  is  filed,  such  wage  records 
as  will  fully  demonstrate  that  each 
worker  has  been  paid  in  full  in  accord¬ 
ance  with  the  requirements  of  this  sec¬ 
tion.  The  producer  shall  furnish  upon  ' 
request  to  the  appropriate  Agricultural 
Stabilization  and  Conservation  County 
Committee  such  records  or  other  evi¬ 
dence  as  may  satisfy  such  committee 
that  the  requirements  of  this  section 
have  been  met. 

(d)  Subterfuge.  The  producer  shall 
not  reduce  the  wage  rates  to  workers 
below  those  determined  in  accordance 
with  the  requirements  of  this  section 
through  any  subterfuge  or  device  what¬ 
soever. 

(e)  Claim  for  unpaid  wages.  Any 
person  who  believes  he  has  not  been  paid 
in  accordance  with  this  determination 
may  file  a  wage  claim  with  the  local 
County  Agricultural  Stabilization  and 
Conservation  Committee  against  the  pro¬ 
ducer  on  whose  farm  the  work  was  per¬ 
formed.  Such  claim  must  be  filed  within 
two  years  from  the  date  the  work  with 
respect  to  which  the  claim  is  made  was 
performed.  Detailed  instructions  and 
wage  claim  forms  are  available  at  the 
local  Coimty  ASCS  office.  Upon  receipt 
of  a  wage  claim  the  County  office  shall 
thereupon  notify  the  producer  against 
whom  the  claim  is  made  concerning  the 
representation  made  by  the  worker. 
The  Coimty  ASC  Committee  shall 
arrange  for  such  investigation  as  it 
deems  necessary  and  the  producer  and 
worker  shall  be  notified  in  writing  of  its 
recommendation  for  settlement  of  the 
claim.  If  either  party  is  not  satisfied 
with  th^  recommended  settlement,  an 
appeal  may  be  made  to  the  State  Agri¬ 
cultural  Stabilization  and  Conservation 
Committee,  412  Northeast  16th  Avenue. 
Gainesville,  Fla.,  which  shall  likewise 
consider  the  facts  and  notify  the  pro¬ 
ducer  and  worker  in  writing  of  its  rec¬ 
ommendation  for  settlement  of  the 
claim.  If  the  recommendation  of  the 
State  ASC  Committee  is  not  acceptable, 
either  party  may  file  an  appeal  with  the 
Deputy  Administrator,  State  and  Coiinty 
Operations,  Agricultural  Stabilization 
and  Conservation  Service,  U.S.  Depart¬ 
ment  of  Agriculture,  Washington,  D.C., 
20250.  All  such  appeals  shall  be  filed 
within  15  days  edter  receipt  of  the  rec¬ 
ommended  settlement  from  the  respec¬ 
tive  committee,  otherwise  such  recom¬ 
mended  settlement  will  be  applied  in 
making  pasrments  under  the  act.  If  a 
claim  is  appealed  to  the  Deputy  Admin¬ 
istrator,  State  and -County  Operations, 
his  decision  shall  be  binding  on  all  par- 


RUIES  AND  REGOiATIONS 


ties  Insofar  as  payments  under  the  act  that  the  increased  sucarcane  acreage  in 
are  concerned.  Florida  was  idanted  on  less  productive 

s«™<«TorB»»«™co™n<»8 

(a)  General.  The  fOTegoing  deter*  growers  has  increased  while  the  average 
mination  provides  fair  and  reasonable  size  of  the  farm  has  decreased;  that 
wage  rates  to  be  paid  for  woiir  performed  the  ability  to  pay  of  the  new  sugarcane 
by  persons  onployed  on  the  farm  in  the  growers  Is  much  less  than  that  of  the 
production,  cultivation,  or  harvesting  of  ested)llihed  growers.  There  was  no  test!* 
sugarcane  in  Florida  as  one  of  the  con-  mony  on  behalf  of  workers. 

ditions  with  which  mroducers  must  com-  Consideration  has  been  given  to  the 
ply  to  be  eligible  for  paym^ts  under  testimony  presented  at  the  public  hear- 
theact.  ing,  to  the  standards  generally  consid- 

(b)  Requirements  of  the  act  and  ered  in  wage  determinations,  to  the  re- 

standards  employed.  Section  301(c)  (1)  turns,  costs,  and  profits  of  producing 
of  the  act  requires  that  all  persons  em-  sugarcane  obtained  by  survey  for  a  re¬ 
ployed  on  the  farm  in  the  production,  cent  cr<H>  and  recast  in  terms  of  condl- 
cultivatkm,  or  harvesting  of  sugarcane  tions  likely  to  prevail  for  the  1964  crop, 
with  respect  to  which  an  ai^licaticm  for  and  to  other  pertinent  factors.  This 
payment  is  made,  shall  have  been  paid  analysis  indteates  that  the  wage  rates 
in  full  for  all  such  work,  and  shall  have  and  other  provisions  of  the  current 
been  paid  wages  therefor  at  rates  not  termination  continue  to  be  equitable, 
less  than  those  that  may  be  determined  The  labor  force  in  Florida  sugarcane 
by  the  Secretary  to  be  fair  and  reason-  fields  is  composed  primarily  of  workers 
able  after  investigation  and  due  notice  imported  from  the  British  West  Indies, 
and  opportunity  for  public  hearing,  and  These  workers,  who  constitute  about  75 
in  making  such  determinations  the  Sec-  percent  of  the  total,  are  mostly  un- 
retary  shall  take  into  consideration  the  skilled — ^the  skilled  and  semiskilled  work- 
standards  therefor  formerly  established  ers  generally  reside  on  the  farms  or  are 
by  him  under  the  Agricultural  Adjust-  recruited  in  nearby  (xxnmunities.  In- 
ment  Act,  as  amended  (Le.,  cost  of  living,  creases  in  the  .minimum  determination 
prices  of  sugar  and  bsrprc^ucts,  income  rates  for  Florida  in  recent  years  have  not 
frcun  sugarcane,  and  cost  of  production) ,  attracted  local  (domestic)  workers  who 
and  the  differences  in  conditions  among  are  willing  to  work  in  the  unskilled  op- 
various  sugar-producing  areas.  erations  in  the  cane  fields. 

(c)  Waqe  determination.  This  deter-  Most  of  the  unskilled  hand  labor  work 

mination  continues  the  wage  rates  and  on  sugarcane  farms  is  performed  on  a 
other  provisions  of  the  prior  determina-  piecework  basis.  The  earnings  of  work- 
tion  except  that  producers  are  required  ers  employed  as  sugarcane  cutters  for 
to  keep  and  preserve  for  a  period  of  two  the  1963-64  crop  harvest  averaged  about 
years  records  which  will  fully  d^cm-  $1.27  per  hour,  compared  with  average 
strate  that  workers  have  been  paid  in  full  earnings  of  about  $1.14  per  hour  for  the 
in  accordance  with  the  requirements  of  1962-63  crop.  Producers  pay  most  seml- 
the  determination.  skilled  workers,  who  are  employed  on  a 

At  the  public  hearing  held  in  Belle,  time  basis,  rates  which  are  in  excess  of 
Olade,  Fla.,  on  May  15,  1964,  interested  the  minimums.  Reports  availalde  to  the 
persons  were  afforded  the  opportunity  to  Department  indicate  that  the  rates  paid 
testify  with  respect  to  whether  the  wage  such  workers  during  the  prior  crop 
rates  established  for  Florida  sugarcane  ranged  from  $1.35  to  $1.70  per  hour. 
fielUworkers  in  the  wage  determination.  Recent  prior  wage  determinations 
which  became  effective  November  13,  have  provided  that  the  producer  was 
1963,  continue  to  be  fair  and  reasonable  required  to  furnish,  upon  request,  to 
imder  existing  circumstances,  or  whether  the  county  committee  acceptable  and 
such  determination  should  be  amended,  adequate  proof  that  all  workers  had  been 

Testimony  was  offered  by  represoita-  paid  in  accordance  with  the  require- 
tives  ot  producers  who  also  process  ments  of  the  determination.  This  de- 
sugarcane.  Independent  and  cooperative  termination  has  been  revised  to 
producers,  and  the  Florida  Farm  Bu-  strengthen  that  requirement.  The  re- 
reau  Federation.  These  witnesses  rec-  vised  provision  requires  the  producer  to 
(xnmended  that  no  increase  be  made  in  keep  and  preserve  for  a  two-year  period 
the  wage  rates  of  the  prior  determina-  beyond  the  date  of  filing  his  application 
tion.  One  representative  recommoided  for  Sugar  Act  payment,  adequate  rec- 
that  wage  rates  be  reduced  to  $1.15  per  ords  relating  to  wage  payments  to  sugar- 
hour  for  tractor  drivers  and  operators  cane  workers  on  the  farm.  Hie  require- 
of  mechanical  harvesting  or  loading  ment  that  wage  payment  records  be  kept 
equipment,  and  95  cents  per  hour  for  all  for  a  period  of  two  years  after  applsdng 
other  workers.  He  stated  the  recom-  for  a  Sugar  Act  payment  coincides  gen- 
mendation  was  based  on  reduced  ability  erally  with  the  period  in  which  a  worker 
to  pay  resulting  from  lower  prices  of  who  believes  he  has  not  been  paid  in 
sugar  and  molasses  and  Increased  costs  accordance  with  the  determination  may 
of  production,  and  the  lower  prevailing  file  a  wage  claim.  This  additional  re¬ 
wages  in  other  cn^.  The  r^resenta-  quirement  will  facilitate  the  settlement 
tive  of  the  Florida  Farm  Bureau  Feder-  of  wage  claims  which  may  be  filed  by 


SUBCHAPTER  I — DETBIMIHATION  OF  PRICES 
[Sugar  Determination  874.17] 

PART  874— SUGARCANE;  LOUISIANA 

Fair  and  Reasonable  Prices  for  1964 
Crop 

Pursuant  to  the  provisions  of  section 
301(c)(2)  of  the  Sugar  Act  of  1948,  as 
amended  (herein  referred  to  as  “act”), 
after  investigation,  and  due  considera¬ 
tion  of  the  evidence  presented  at  the 
public  hearing  held  in  Houma.  La.,  on 
July  9, 1964,  the  following  determination 
is  hereby  issued: 

§  874.17  Fair  and  reasonable  prices  for 
the  1964  crop  of  Louisiana  sugar¬ 
cane. 

A  producer  of  sugarcane  in  Louisiana 
who  is  also  a  processor  of  sugarcane 
(herein  referred  to  as  “processor”) ,  shall 
have  paid  or  contracted  to  pay,  for  sugar¬ 
cane  of  the  1964  crop  grown  by  other 
producers  and  processed  by  him,  in  ac¬ 
cordance  with  the  following  require¬ 
ments. 

(a)  Definitions.  For  the  purpose  of 
this  determination  the  term: 

(1)  “Price  of  raw  sugar”  means  the 
price  of  96*  raw  sugar  quoted  by  the 
Louisiana  Sugar  Exchange,  Inc.,  except 
that  if  the  Director  of  the  Policy  and 
Program  Appraisal  Division,  Agricultural 
Stabilization  and  Conservation  Service, 
UB.  Department  of  Agriculture,  Wash¬ 
ington,  D.C.,  20250,  determines  that  such 
price  does  not  refiect  the  true  market 
value  of  raw  sugar,  because  of  inadequate 
volume,  failure  to  report  sales  In  ac¬ 
cordance  with  the  rules  of  such  Exchange 
or  other  factors,  he  may  designate  the 
price  to  be  effective  under  this  determl- 
naticm,  which  he  determines  will  reflect 
the  true  market  value  of  raw  sugar. 

(2)  “Price  of  blackstrap  molasses” 
means  the  price  per  gallon  of  blackstrap 
molasses  quoted  by  the  Louisiana  Sugar 
Exchange,  Inc.,  except  that  if  the  Di¬ 
rector  of  the  Policy  and  Program  Ap¬ 
praisal  Division  determines  that  such 
price  does  not  reflect  the  true  market 


Friday,  September  25,  1964 


FEDERAL  REGISTER 


13317 


value  of  blackstrap  molasses,  because  of 
Inadequate  volume,  failure  to  report  sales 
in  accordance  with  the  rules  of  such  Ex¬ 
change  or  other  factors,  he  may  desig¬ 
nate  the  price  to  be  effective  imder  this 
determination,  which  he  determines  will 
reflect  the  true  market  value  of  black¬ 
strap  molasses. 

(3)  “Weekly  average  price"  means  the 
simple  average  of  the  daily  prices  of  raw 
sugar  or  blackstrap  molasses,  for  the 
week  (Friday  through  the  following 
Thursday),  in  which  the  sugarcane  is 
delivered. 

(4)  “Season’s  average  price"  means  the 
simple  average  of  the  weekly  prices  of 
raw  sugar  or  of  blackstrap  molasses  for 
the  period  October  2, 1964,  through  May 
13, 1965. 

(5)  “Net  sugarcane"  means  the  quan¬ 
tity  of  sugarcane  obtained  by  deducting 
the  weight  of  trash  from  the  gross  weight 
o!  sugarcane  as  delivered  by  a  producer. 

(6)  “Trash"  means  green  or  dried 
leaves,  sugarcane  tops,  dirt,  and  all  other 
extraneous  material  delivered  with 
sugarcane. 

(7)  “Standard  sugarcane"  means  net 
sugarcane,  containing  12  percent  sucrose 
in  the  normal  juice  with  a  purity  of  at 
least  76.00  but  not  more  than  76.49  per¬ 
cent. 

(8)  “Salvage  sugarcane"  means  any 
sugarcane  containing  either  less  than  9.5 
percent  sucrose  in  the  normal  jmce  or 
less  than  68  purity  in  the  normal  juice. 


(9)  “State  Office"  means  the  Louisiana 
State  Agriculture  Stabilisation  and  Con¬ 
servation  Service  Office,  3737  Govern¬ 
ment  Street,  Alexandria,  La.,  71303. 

(10)  “State  Committee"  means  the 
Louisiana  State  Agricultural  Stabiliza¬ 
tion  and  Conservation  Committee. 

(b)  Basic  price: 

(1)  The  basic  price  for  standard 
sugarcane  shall  be  not  less  than  41-06 
per  ton  for  each  one-cent  per  pound  of 
raw  sugar  determined  on  the  basis  of 
the  weekly  average  price  or  the  season’s 
average  price  in  accordance  with  which¬ 
ever  period  was  used  by  the  processor 
during  the  1963  crop,  except  that  the 
processor  may  use  the  alternate  period, 
and  a  new  processor  shall  use  the  period 
agreed  upon  with  the  producer,  upon 
written  approval  by  the  State  Office: 
Provided,  That  the  average  price  of  raw 
sugar  as  determined  above  shall  be  in¬ 
creased  0.03  cent  for  all  mills  located  in 
Freight  Area  (a) ;  shall  be  unchanged  for 
all  mills  in  Freight  Area  (b) ;  and  may  be 
decreased  0.03  cent  in  Freight  Area  (c) 

(2)  The  basic  price  for  salvage  sugar¬ 
cane  shall  be  determined  in  accordance 
with  the  method  of  settlement  used  by 
the  processor  for  the  1963  crop,  except 
that  the  processor  and  producer  may 
agree  upon  a  different  method  of  settle¬ 
ment  and  a  new  processor  shall  use  the 
method  agreed  upon  with  the  producer, 
subject  to  written  approval  by  the  State 
Office  upon  a  determination  by  the  State 

STANDABD  SCOABCANS  PUBITT  FACTOR  > 
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Committee  that  the  method  of  settlement 
and  the  resultant  price  are  fair  and 
reasonable. 

(c)  Conversion  of  net  sugarcane  to 
standard  sugarcane.  Net  sugarcane  (ex¬ 
cept  salvage  sugarcane)  shall  be  con¬ 
verted  to  standard  sugarcane  as 
follows: 

(1)  By  multipl3dng  the  quantity  of 
net  sugarcane  by  the  applicable  quality 
factor  in  accordance  with  the  following 
table: 

Percent' sucrose  in  Standard  sugarcane 

normal  juice  quality  factor  ^ 

9.6  — . 0.  60 

10.0 . . - . 70 

10.6  . . . 80 

11.0 . 90 

11.6  . 96 

12.0 . . 1.  00 

12.6— . . . 1.06 

13.0  — — . . . 1. 10 

13.6  . . 1. 16 

14.0 . 1.  20 

14.6  . 1.26 

*  The  quality  factor  for  sugarcane  of  inter¬ 
mediate  percentages  of  sucrose  in  normal 
juice  shall  be  interpolated  and  for  sugarcane 
having  more  than  14.6  percent  sucrose  in 
the  normal  Juice  shaU  be  computed  in  pro¬ 
portion  to  the  immediately  preceding  inter¬ 
val. 


(2)  By  multiplsring  the  quantity  deter¬ 
mined  pursuant  to  subparagraph  (1)  of 
this  paragraph  by  the  applicable  purity 
factor  in  the  following  table: 


13.00 

13.60 

14.00 

14.60 

15.00 

13.49 

13.99 

14.49 

14.99 

15.49 

0.906 

0.901 

0.894 

a  887 

0.880 

.913 

.906 

.899 

.892 

.886 

.917 

.910 

.904 

.897 

.890 

.922 

.915 

.909 

.896 

.927 

-.920 

.914 

.908 

.931 

.924 

.918 

.912 

.936 

.929 

.923 

.917 

.911 

.940 

.933 

.927 

.921 

.915 

.946 

.938 

.932 

.920 

.949 

.942 

.936 

.924 

.954 

.947 

.940 

.934 

.928 

.968 

.961 

.944 

.938 

.932 

.962 

.965 

.948 

.942 

.936 

.966 

.969 

.962 

.946 

.940 

.970 

.963 

.966 

.950 

.944 

.974 

.967 

.960 

.964 

.948 

.978 

.971 

.964 

.968 

.952 

.981 

.974 

.967 

.961 

.966 

.986 

.978 

.971 

.966 

.969 

.989 

.981 

.976 

.969 

.963 

.993 

.986 

.979 

.973 

.967 

.996 

.989 

.982 

.976 

.970 

1.000 

.993 

.986 

.980 

.974 

1.003 

.996 

.989 

.983 

.977 

1.007 

1.000 

.993 

.987 

.981 

1.010 

1.003 

.996 

.990 

.984 

1.014 

1.007 

1.000 

.994 

.988 

1.017 

1.010 

1.003 

.997 

.991 

1.021 

1.014 

1.006 

1.000 

.994 

1.024 

1.017 

1.009 

1.003 

.997 

1.027 

1.020 

1.013 

1.007 

1.000 

1.030 

1.023 

1.016 

1.010 

1.004 

1.033 

1.027 

1.019 

1.013 

1.007 

1.036 

1.030 

1.022 

1.016 

1.010 

■Hr-;*!! 

1.02.S 

1.019 

1. 013 

Mm 

1.022 

1.016 

HHHK 

>  Factors  applicable  to  higher  or  lower  sucrose  and  purity  of  normal  juice  than  shown  in  this  table  shall  be  determined  by  the  same  method  of  calculation  used 
to  compute  the  factors  specified  and  shall  be  furnished  by  the  State  Office  upon  request. 

^Freight  Area  (a)  includes  aU  mills  except  those  located  in  Areas  (b)  and  (c)  below: 

Freight  Area  (b)  includes  aU  mills  located  north  of  Bayou  Ooula  between  the  Atchafalaya  and  Mississippi  Rivers  and  southeast  of  New 
Iberia  west  of  the  Atchafalaya  River. 

Freight  Area  (c)  Includes  all  mills  located  north  and  west  of  Ne^  Iberia  west  of  the  Atchafalaya  River. 
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(d)  Ptttfment  for  frozen  sugarcane. 

(1)  The  T>Byment  for  eugarcane  deter¬ 
mined  pursuant  to  paragraph  (c)  of  this 
section  may  he  reduced  upon  certifica¬ 
tion  by  the  State  OfBce  that  sugarcane 
has  been  damaged  by  freeze  and  that  the 
procening  of  such  sugarcane  has '’ad¬ 
versely  affected  boiling  house  operations. 
Deductions  from  the  payment  for  such 
frozen  sugarcane  shall  be  at  rates  not  in 
excess  of  1.5  percent  of  the  pasrment  for 
ea<^  0.1  cc.  of  acidity  above  2.50  cc. 
N/10  alkali  per  10  cc.  of  juice  but  not  in 
excess  of  4.75  cc.  (intervening  fractions 
are  to  be  computed  to  the  nearest  multi¬ 
ple  of  0.05  cc.) .  No  payment  is  required 
for  the  amount  of  sugar  recoverable 
from  sugarcane  testing  in  excess  of  4.75 
cc.  of  acidity. 

(2)  In  the  event  a  general  freeze 
causes  abnormally  low  recoveries  of  raw 
sugar  by  a  processor  in  relation  to  the 
sucrose  and  purity  tests  of  sugarcane, 
pasunent  for  such  sugarcane  may  be 
made  as  mutually  agreed  upon  between 
the  producer  and  the  processor,  subject 
to  written  approval  by  the  state  Office: 
Provided,  That  the  payment  for  each  ton 
of  net  sugarcane  shall  be  not  less  than 
an  amount  equal  to  the  total  returns 
from  raw  sugar  and  molasses  actually 
recovered  from  such  sugarcane,  deter¬ 
mined  on  the  basis  of  the  season’s  aver¬ 
age  prices  of  raw  sugar  and  blackstnq) 
molasses  less  an  amount  not  to  exceed 
$3.00  per  gross  ton  of  sugarcane  for  proc¬ 
essing  and  less  the  actual  costs  of  hoist¬ 
ing,  weighing,  and  transporting  such 
sugarcane. 

(e)  Motasses  pagment.  The  processor 
shall  pay  an  amount  equal  to  the  product 
of  6.8  gallons  times  one-half  of  the  aver¬ 
age  price  per  gallon  of  blackstrap  mo¬ 
lasses  in  excess  of  6  cents  for  each  ton  of 
net  sugarcane  processed  except  for  (1) 
salvage  sugarcane  where  settlement  is 
based  on  the  so-called  “Java  Formula,’* 

(2)  frozen  sugarcane  testing  in  excess  of 
4.75  cc.  of  acidity,  and  (3)  sugarcane 
damaged  by  a  general  freeze  which  is 
tolled  by  the  processor  and  settlement  is 
based  on  the  net  proceeds  from  the  sugar 
and  molasses  recovered  from  such  cane. 
The  average  price  of  blackstrap  molasses 
shall  be  the  weekly  average  price  or  the 
season’s  average  price  in  accordance 
with  whichever  period  was  used  by  the 
processor  during  the  1963  crop,  except 
that  the  processor  may  use  the  alternate 
period,  and  a  new  processor  shall  use  the 
period  agreed  upon  with  the  producer, 
upon  written  approval  by  the  State 
Office. 

(f)  Hoisting,  weighing,  and  transpor¬ 
tation.  ’The  price  for  sugarcane  estab¬ 
lished  by  this  section  shall  be  applicable 
to  sugarcane  delivered  by  the  producer 
(1)  to  a  hoist  for  loading  into  the  con¬ 
veyance  for  transportation  to  the  mill, 
or  (2)  from  the  farm  directly  to  the  mill. 
With  respect  to  sugarcane  delivered  to  a 
hoist,  the  costs  of  hoisting,  weighing, 
and  traniQX>rting  sugarcane  from  the 
hoist  to  the  mill  shall  be  paid  by  the 
processor  or  the  processor  shall  make 
allowances  to  the  producer  for  such 
services,  based  on  net  sugarcane,  at 
per  ton  rates  not  less  than  those  made 
with  respect  to  sugarcane  of  the  1963 


crop,  except  that  the  rates  for  a  new 
processor  shall  be  not  less  than  the  rates 
paid  for  the  prior  crop  by  oUier  proc¬ 
essors  in  the  Immediate  vichiity.  sub¬ 
ject  to  written  approval  by  the  State 
Office  upon  a  determination  by  the  State 
Committee  that  such  rates  are  fair  and 
reasonable:  Provided,  That  the  processor 
shall  not  be  required  to  make  hauling 
allowances  to  the  producers  in  excess  of 
the  rates  chained  by  a  contract  or  com¬ 
mercial  carrier  or  the  rates  which  such 
carrier  would  have  charged  for  per¬ 
forming  such  service.  With  respect  to 
sugarcane  delivered  directly  from  the 
farm  to  the  mill  the  processor  shall  pay 
the  cost  of  transportation  or  shall  make 
an  allowance  to  the  producer  for  such 
service,  based  on  net  sugarcane,  at  per 
ton  rates  not  less  than  those  made  with 
respect  to  the  1963  crop,  except  that  the 
rates  for  a  new  processor  shall  be  not 
less  than  the  rates  paid  for  the  prior  crop 
by  other  processors  in  the  immediate 
vicinity,  subject  to  written  approval  by 
the  State  Ofl^  upon  a  determination  by 
the  State  Committee  that  such  rates  are 
fair  and  reasonable:  Provided,  That  the 
processor  shall  not  be  required  to  make 
an  allowance  to  the  producer  for  haul¬ 
ing  sugarcane  directly  frcnn  the  farm  to 
the  mill  at  rates  in  excess  of  30  cents 
per  ton  for  distances  of  one  mile  or  less, 
40  cents  per  ton  for  distances  of  1.1  to 
2  miles,^  plus  5  cents  per  ton  for  each  mile 
or  fraction  thereof  in  excess  of  2  miles: 
Provided,  further.  That  nothing  in  this 
paragraph  shall  be  construed  sis  pro¬ 
hibiting  negotiations  between  the  proces¬ 
sor  and  the  producer,  any  chsmge  to  be 
approved  in  writing  by  the  State  Office 
upon  a  determination  by  the  State  Com¬ 
mittee  that  the  change  results  in  allow¬ 
ances  which  are  fair  and  reasonable. 

(g)  Mutual  plan  for  improving  har¬ 
vesting  and  delivery.  If  a  processor  and 
the  producers  delivering  sugarcsme  to 
such  processor  mutusdiy  agree  upon  a 
plan  for  improving  harvesting  and  de¬ 
livery  operations,  the  processor  may  de¬ 
duct  from  the  price  per  ton  of  sugarcane 
an  amount  equal  to  one-half  of  the  per 
ton  cost  of  such  plan.  Sudi  deduction 
may  not  be  mstde  until  the  plan  hsus  the 
written  approvsd  of  the  State  Office  and 
it  has  been  determined  by  the  State  Com¬ 
mittee  that  the  plan  is  fair  and 
reasonable. 

(h)  Toll  agreements.  The  rate  for 
processing  sugarcane  produced  by  a  proc¬ 
essor  and  processed  under  a  toll  agree¬ 
ment  by  another  processor  shall  be  the 
rate  they  agree  upon. 

(i)  Subterfuge.  The  processor  shall 
not  reduce  the  returns  to  the  producer 
below  those  determined  in  accordance 
with  the  requirements  of  this  section 
through  any  subterfuge  or  device  what¬ 
soever. 

Statement  of  Bases  and  Considerations 

(a)  General.^  The  foregoing  deter¬ 
mination  establishes  the  fair  and  rea¬ 
sonable  price  requirements  which  must 
be  met,  as  one  of  the  conditions  for 
pasmient  under  the  act,  by  a  producer 
who  processes  sugarcane  of  the  1964  crop 
grown  by  other  producers. 


(b)  Requirement*  of  the  act.  Sec¬ 
tion  301(c)(2)  of  the  act  provides  as  a 
condition  for  payment,  that  the  producer 
on  the  farm  who  is  also,  directly  or  in¬ 
directly,  a  processor  of  sugarcane,  as 
may  be  determined  by  the  Secretary, 
shall  have  paid,  or  contracted  to  pay 
under  either  purchase  or  toll  agre^ents, 
for  sugarcane  grown  by  other  producers 
and  processed  by  him  at  rates  not  less 
than  those  that  may  be  determined  by 
the  Secretary  to  be  fair  and  reasonable 
after  investigation  and  due  notice  and 
opportunity  for  public  hearing. 

(c)  1964  price  determination.  This 
price  determination  continues  the  provi¬ 
sions  of  the  1963  crop  determination  ex¬ 
cept  that  the  period  for  determining  the 
season’s  average  prices  of  raw  sugar 
and  blackstrap  molasses  is  from  Octo¬ 
ber  2, 1964,  through  May  13, 1965;  meth¬ 
ods  of  settlement  for  sugarcane  and  al¬ 
lowances  for  hoisting,  weighing,  and 
transporting  sugarcane  applicable  to  new 
processors  are  subject  to  approval  by 
the  State  Office;  and  the  molasses  pay¬ 
ment  to  producers  is  to  be  based  on  6.8 
gallons  of  blackstrap  molasses  per  ton 
of  sugarcane,  instead  of  6.6  gsdlons,  re¬ 
flecting  the  most  recent  5-year  average 
recovery. 

A  public  hearing  was  held  in  Houma, 
La.,  on  July  9,  1964,  at  which  interested 
persons  were  afforded  the  opportunity 
to  t^ify  with  respect  to  fair  and  reason¬ 
able  prices  for  the  1964  crop  of  Louisiana 
sugarcane.  A  representative  of  the 
Grower-Processor  Committee  recom¬ 
mended  that  the  pricing  period  for  raw 
sugar  and  blackstrap  molasses  extend 
from  October  2,  1964,  through  May  13, 
1965,  and  that  the  other  provisions  of  the 
determination  remain  unchanged.  The 
witness  stated  that  in  view  of  the  pro¬ 
spective  large  1964  crop  production  of 
raw  sugar  in  Louisiana  and  the  availabil¬ 
ity  of  Florida  raw  sugar  in  the  New 
Orleans  market,  refiners  have  been  re¬ 
luctant  to  enter  into  contracts  for  the 
purchase  of  1964  crop  sugar.  He  stated 
that  because  of  this  situation  it  was  be¬ 
lieved  equitable  to  extend  the  1964  crop 
raw  sugar  pricing  period  two  and  one- 
half  months  longer  than  the  pricing  pe¬ 
riod  established  for  the  past  three  crops. 

The  representative  of  the  Louisiana 
Farm  Bureau  Federation  recommended 
that  the  pricing  period  for  raw  sugar  and 
blackstrap  molasses  extend  from  Octo¬ 
ber  2,  1964,  through  April  8,  1965;  and 
that  the  other  provisions  of  the  determi¬ 
nation  remain  unchanged.  The  witness 
stated  that  the  producers  are  affected 
by  the  length  of  the  pricing  period  since 
flnal  payments  for  sugarcane  are  not 
made  until  the  season’s  average  price 
is  determined;  that  producers  recognize 
the  marketing  problems  of  processors; 
and  that  in  the  interest  of  promoting 
orderly  marketings  of  raw  sugar,  they 
believed  it  equitable  to  extend  the  pric¬ 
ing  period  5  weeks  longer  than  that  pro¬ 
vided  for  the  prior  crop. 

A  representative  of  a  r^ning  company 
testifled  that  his  company  was  opposed 
to  the  pricing  period  recommended  by 
the  Grower-Processor  Committee  be¬ 
cause  the'reflnery  could  not  sell  its  re¬ 
fined  sugar  production  on  that  basis. 
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The  witness  suggested  that  a  twcdve- 
month  raw  sugar  pricing  period  be 
adopted. 

_  Consideration  has  been  giv^  to  the 
'testimony  presented  at  the  public  hear¬ 
ing  and  to  other  pertinent  information. 
The  comparative  returns,  costs,  and 
profits  of  producing  and  processing 
sugarcane  in  Louisiana,  obtained  through 
field  survey  for  recent  crops  have  been 
recast  in  terms  of  prospective  price  and 
production  conditions  for  the  1964  crop. 
Analysis  of  these  data  indicates  that  the 
provisions  of  this  determination  will  pro¬ 
vide  an  equitable  sharing  of  total  returns 
between  producers  and  processors. 

The  period  specified  for  determining 
the  season’s  average  prices  of  raw  sugar 
and  blackstrap  molasses  upon  which  pay¬ 
ments  for  sugarcane  are  based  follows 
the  recommendation  of  the  Grower- 
Processor  Ccmimlttee.  Because  of  the 
anticipated  large  volume  of  raw  sugar 
that  will  be  availaUe  in  the  New  Or¬ 
leans  mai^et,  it  is  believed  that  the  long¬ 
er  period  will  be  equitable. 

This  determination  continues  the  pro¬ 
visions  of  prior  determinations  that  for 
established  processors  the  bases  of  set¬ 
tlement  for  sugarcane — ^weekly  or  sea¬ 
son’s  average  price  of  raw  sugar;  and 
calculated  or  scale-down  payment  for 
salvage  cane — shall  be  related  to  the 
methods  followed  by  such  processors  for 
the  prior  crop,  and  requires  that  such 
processors  make  allowances  to  producers 
for  hoisting,  weighing,  and  transporting 
cane  at  rates  not  less  than  those  paid  by 
the  processor  for  the  prior  crop.  It  is 
expected  that  two  new  raw  sugar  mills 
will  begin  operations  during  the  1964 
crop  season.  Accordingly,  this  determi¬ 
nation  provides  that  for  new  processors 
the  meth^  of  settlement  for  sugarcane 
shall  be  as  agreed  upon  between  the  proc¬ 
essor  and  the  producer  subject  to  the  not 
less  than  the  rates  paid  by  established 
processors  in  the  immediate  vicinity  of 
the  new  mills,  subject  to  a  determination 
by  the  State  Committee  that  such  rates 
are  fair  and  reasonable. 

On  the  basis  of  an  examination  of  all 
pertinent  factors,  the  provisions  of  this 
determination  are  deemed  to  be  fair  and 
reasonable. 

Accordingly,  I  hereby  find  and  con¬ 
clude  that  the  foregoing  determination 
will  effectuate  the  price  provisions  of  the 
Sugar  Act  of  1948,  as  amended. 

(Sec.  403,  61  Stat.  932;  7  U.S.C.  Sup.  1163. 
Interprets  or  applies  sec.  301,  61  Stat.  929; 
7  US.C.  Sup.  1131,  as  amended) 

Effective  date.  This  determination 
shall  become  effective  on  September  21, 
1964,  and  is  applicable  to  the  1964  crop 
of  Louisiana  sugarcane. 

Signed  at  Washington,  D.C.  (m  Sep¬ 
tember  21, 1964. 

Charles  S.  Murphy, 
Acting  Secretary. 

[FH.  Doc.  64-9706;  FUed,  Sept  24.  1964; 

8:45  a.m.] 


Title  19— CUSTOMS  DUTIES 

Chaplor  I — Bureow  of  Customs, 
Department  of  the  Treasury 

ITJ5.  66264] 

PART  14— APPRAISEMENT 

Carbon  Steel  Bars  From  Canada; 

Antidumping 

September  17,  1964. 

Section  201(a)  of  the  Antidumping 
Act,  1921,  as  amended  (19  TJ.S.C.  160(a) ) , 
gives  the  Secretary  of  the  Treasury  re¬ 
sponsibility  for  determination  of  sales 
at  less  than  fair  value.  Pursuant  to  such 
authority  the  Secretary  of  the  Treasury 
has  determined  that  carbon  steel  bars, 
bars-shapes  under  3  inches,  and  struc¬ 
tural  shapes  3  inches  and  over,  manu¬ 
factured  by  Western  Canada  St^l  Lim¬ 
ited  and/or  its  subsidiary,  the  Vancouver 
Rolling  Mills  Limited  of  Vancouver. 
Canada,  are  being,  or  likely  to  be,  sold 
in  the  United  States  at  less  than  fair 
value. 

Section  201(a)  of  the  Antidumping 
Act,  1921,  as  amended  (19  UJS.C.  160 
(a) ) ,  gives  the  United  States  Tariff  Com¬ 
mission  responsibility  for  determination 
of  Injury  or  likelihood  of  injury.  The 
United  States  Tariff  Commission  has 
determined,  and  on  September  1,  1964, 
it  notified  the  Secretary  of  the  Treasury, 
that  an  industry  in  the  United  States 
is  being  injured  by  reason  of  the  im^r- 
tation  of  carbon  steel  bars,  bars-shapes 
under  3  inches,  and  structural  shapes 
3  inches  and  over,  manufactured  by 
Western  Canada  Steel  Limited  and/or 
its  subsidiary,  the  Vancouver  Rolling 
Mills  Limited  of  Vancouver,  Canada, 
sold  at  less  than  fair  value  within  the 
meaning  of  the  Antidumping  Act,  1921, 
as  amended. 

On  behalf  of  the  Secretary  of  the 
Treasury,  I  hereby  make  public  these 
determinations,  wMch  constitute  a  find¬ 
ing  of  dumping  with  respect  to  carbon 
steel  bars,  bars-shapes  under  3  inches, 
and  structural  shapes  3  inches  and  over, 
manufactured  by  Western  Canada  Steel 
Limited  and/or  its  subsidiary,  the  Van¬ 
couver  Rolling  Mills  Limited  of  Van¬ 
couver,  Canada. 

Section  14.13(b)  of  the  Customs  Regu¬ 
lations  is  amended  by  adding  the  fol¬ 
lowing  to  the  list  of  findings  of  dumping 
currently  in  effect: 


Merchandise 

Country 

T.D. 

Carbon  steel  bars,  bars-ebapes 
under  3  inches,  and  structural 

Canada. _ 

66264 

■tu4>es  8  inches  and  over. 

(Secs.  201,  407,  42  Stat.  11,  as  amended.  18; 
19  U.S.C.  160, 173) 

[seal]  James  Pomeroy  Hendrick, 
Acting  Assistant 
Secretary  of  the  Treasury. 

[FJl.  Doo.  64-9784;  FUed.  Sept.  24.  1964; 
8:47  ajn.] 


Title  21— FOOD  AND  DRUGS 

Chapter  I— Food  and  Drug  Adminis¬ 
tration,  Department  of  Healthy  Edu¬ 
cation,  and  Weifare 

SUBCHAPTER  A — GENERAL 

PART  8— COLOR  ADDITIVES 

SUBCHAPTER  B — FOOD  AND  FOOD  PRODUCTS 

PART  120— TOLERANCES  AND  EX¬ 
EMPTIONS  FROM  TOLERANCES 
FOR  PESTICIDE  CHEMICALS  IN  OR 
ON  RAW  AGRICULTURAL  COM¬ 
MODITIES 

PART  121— FOOD  ADDITIVES 

Cottonseed,  Cottonseed  Flour; 

Arsenic  Limitation 

Comments  on  the  proposals  of  the 
Commissioner  of  Food  and  Drugs  pub- 
Ui^ed  in  the  Federal  Register  of  July 
21,  1964  (29  F.R.  9804,  9964),  with  re¬ 
spect  to  orthoarsenic  acid  have  been 
considered. 

A  manufacturer  of  cottonseed  flour  for 
human  use  informed  the  Food  and  Drug 
Administration  that  he  has  conducted 
tests  that  enable  him  to  conclude  that 
it  is  possible  for  him  to  use  cottonseed 
from  orthoarsenic-acid  treated  cotton 
and  produced  for  human  consumption, 
cottonseed  flour  free  of  added  ars^c. 

While  not  objecting  to  the  proposed 
requirement  in  the  order  that  cotton¬ 
seed  flour  for  human  consumption  con¬ 
tain  no  added  arsenic  compoimd,  the 
manufacturer  has  objected  to  the  state¬ 
ment  with  reference  to  the  unsuitability 
of  cottonseed  from  orthoarsenic-acid 
treated  cotton  for  the  production  of 
cottonseed  flour  for  human  consumption. 
He  claimed  that  the  statement  is  not 
predicated  on  adequate  data;  does  not 
contribute  to  the  protection  of  the  public 
health;  and  would  create  an  economic 
hardship  for  his  firm.  He  urged  its  dele¬ 
tion  on  the  ground  that  it  is  unduly  and 
unnecessarily  restrictive. 

Since  the  retention  in  the  final  order 
of  the  requirement  that  there  be  no  added 
arsenic  in  cottonseed  flour  for  hiunan 
consumption  will  adequately  protect  the 
public  health  without  the  necessity  of 
retaining  the  statement  to  which  there 
is  objection,  the  statement  is  deleted. 

Therefore,  it  is  ordered.  That  the  fol¬ 
lowing  actions  be  taken : 

1.  Section  8.315  Toasted  partially  de¬ 
fatted  cooked  cottonseed  flour  (21  CFR 
8.315  (29  FJt.  1801)),  is  amended  by 
changing  the  item  "Arsenic  •  *  •’’in 
paragraph  (b)  Specifications  to  read  as 
follows: 

Arsenic :  It  contains  no  added  arsenic 
compound  and  therefore  may  not  exceed 
a  maximum  natural  background  level  of  0.2 
part  per  million  total  arsenic,  calculated  as 

As. 

(Sec.  706  (b)(1),  (c)(2),  74  Stat.  399,  402; 
21  UJ5.C.  376  (b)  (1) .  (c)  (2) ) 
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2.  Part  120  is  amended  by  adding  to 
Subpart  C  the  following  new  secticm: 

§  120.180  Ortlioanciuc  acid. 

A  tolerance  of  4  parts  per  million  of 
combined  AsiOt  is  established  for  residues 
of  the  defoliant  orthoarsenic  acid  in  or 
on  the  raw  agricultural  commodity  cot¬ 
tonseed. 

(Sec.  40S(d)(3).  68  Stot.  612;  21  UA.C.  346 
a«l)(2)) 

3.  Section  121.1019(a)  is  amended  to 
read: 

§  121.1019  Partially  defatted,  cooked 
cottonaeed  flour  or  similar  products 
derived  from  cottonseed  intended  for 
human  consumption.  ^ 

m  m  m  m  m 

(a)  The  additive  is  derived  from 
decorticated,  partially  defatted,  cooked, 
ground  cottonseed  kernels  prepared  so 
as  to  meet  the  following  specifications: 

(1)  Free  gossypol  content  not  to  ex¬ 
ceed  450  parts  per  million  (0.045  percent 
by  weight) . 

(2)  It  contains  no  added  arsenic  com¬ 
pound  and  therefore  may  not  exceed  a 
maximum  natural  back^ound  lev^  of 
0.2  part  per  million  total  arsenic,  calcu¬ 
lated  as  As. 

•  *  •  *  * 

(Sec.  400(d) ,  72  Stat.  1787;  21  n.S.C.  348(d) ) 

Authority  for  the  promulgation  of  reg¬ 
ulations  pursuant  to  sections  408,  409, 
and  706  of  the  Federal  Food,  Drug,  and 
Cosmetic  Act  was  delegated  to  the  Com¬ 
missioner  of  Food  and  Drugs  by  the  Sec¬ 
retary  of  Health,  Education,  and  Welfare 
(21  CFR  2.90;  29  F.R.  471) . 

Any  person  who  will  be  adversely 
affected  by  the  foregoing  order  may  at 
any  time  within  30  days  from  the  date 
of  its  publication  in  the  Federal  Regis¬ 
ter  file  with  the  Hearing  Clerk,  Depart¬ 
ment  of  Health,  Education,  and  Welfare, 
Room  5440,  330  Independence  Avenue 
SW.,  Washington  25,  D.C.,  written  objec¬ 
tions  thereto.  Objections  shall  show 
wherein  the  person  filing  will  be  ad¬ 
versely  affected  by  the  order  and  specify 
with  particularity  the  provisions  of  the 
order  deemed  objectionable  and  the 
grounds  for  the  objections.  If  a  hearing 
is  requested,  the  objections  must  state 
the  issues  for  the  hearing.  ^A  hearing 
will  be  granted  if  the  objections  are  sup¬ 
ported  by  grounds  legally  sufficient  to 
justify  the  relief  sought.  Objections 
may  be  accompanied  by  a  memorandum 
or  brief  in  support  thereof.  All  docu¬ 
ments  shall  be  filed  in  quintuplicate. 

Effective  date.  This  order  shall  be¬ 
come  effective  30  days  from  the  date  of 
its  publication  in  the  Federal  Register 
except  as  to  any  portions  that  may  be 
stayed  by  the  filing  of  proper  objections. 
Notice  of  filing  of  objections  or  lack 
thereof  will  be  announced  by  publication 
in  the  Federal  Register. 

(Sees.  408(<1)(2).  409(d).  706(b)(1).  (c)(2): 
68  Stat.  512,  72  SUt.  1787,  74  Stat.  399,  402; 
21  n.8.C.  346a(d)(3),  348(d),  876(b)(1), 
(c)(2)) 


Dated:  S^tember  18, 1964. 

Oeo.  P.  Larrick, 

Commissioner  of  Food  and  Drugs. 

(FJb.  Doc.  64-9701;  FUed,  Sept.  24,  1964; 
8:46  am.] 


Title  24— HOUSING  AND 
HOUSING  CREDIT 

Chapter  II— Federal  Housing  Ad¬ 
ministration,  Housing  and  Home 
Finance  Agency 

MISCELLANEOUS  AMENDMENTS  TO 
CHAPTER 

The  following  miscellaneous  amend¬ 
ments  have  been  made  to  this  chapter: 

SUBCHAPTER  A — GENERAL 

PART  200— INTRODUCTION 

Subpart  D — Delegations  of  Basic 
^  Authority  and  Functions 

In  Part  200,  §  200.91  Structural  Defects 
Committee  (added  at  29  FJl.  12627)  Is 
renumbered  §  200.92. 

The  authority  citation  for  Subpart  K 
of  Part  200,  added  at  29  F.R.  12628,  is 
revised  to  read  as  follows: 

Axhthobitt:  The  provisions  of  this  Subpart 
K  Issued  under  sec.  618,  78  Stat.  783,  12 
U.S.O. 


SUBCHAPTER  C — MUTUAL  MORTGAGE  INSUR¬ 
ANCE  AND  INSURED  HOME  IMPROVEMENT 
LOANS 

PART  203— MUTUAL  MORTGAGE  IN¬ 
SURANCE  AND  INSURED  HOME 
IMPROVEMENT  LOANS 

Subpart  B — Contract  Rights  and 
Obligations 

In  §  203.410  paragraph  (a)  (2)  is 
amended  to  read  as  follows: 

§  203.410  Issue  date  of  debentures. 

(a)  Conveyed  properties.  •  •  • 

(2)  If  Issued  on  or  after  September  2, 
1964,  and  a  certificate  of  claim  is  not 
issued,  as  of  the  date  of  default  as  de¬ 
fined  in  this  part.  ** 

***** 

(Sec.  211,  62  Stat.  23;  12  UJS.C.  1716b.  In¬ 
terprets  or  applies  sec.  203,  62  Stat.  10,  as 
amended;  12  un.C.  1709) 


SUBCHAPTER  D — RENTAL  HOUSING 
INSURANCE 

PART  207— MULTIFAMILY  HOUSING 
MORTGAGE  INSURANCE 

Subpart  A — Eligibility  Requirements 

In  S  207.19  the  introductory  text  of 
paragraph  (b)  is  amended  to  read  as 
follows: 

§  207.19  Required  supervision  of  private 
mortgagors. 

•  •  •  •  • 

(b)  Rate  of  return.  Dividends  or 
other  distributions,  as  defined  in  the 


charter,  trust  agreement,  or  regulatory 
agre^ent.  may  be  declared  or  made 
only  as  of  and  after  the  end  of  an  an¬ 
nual.  semiannual,  or  quarterly  fiscal 
period.  No  dividends  or  other  distribu¬ 
tions  shall  be  declared  or  made  except 
out  of  surplus  cash  legally  available  and 
remaining  after: 

•  ••*,* 

Subpart  B— Contract  Rights  and 
Obligations 

In  8  207.253  paragraph  (c)  (9)  is 
amended  to  read  as  follows: 

§  207.253  Adjusted  premium  and  ter. 
mination  charges. 

***** 

(c)  •  •  • 

(9)  Where  the  mortgage  is  paid  in 
full  after  July  1,  1962  and  the  mort¬ 
gagor  certifies  to  the  Commissioner,  in 
a  manner  satisfactory  to  him.  that  the 
pasrment  was  made  by  or  on  behalf  of  a 
nonprofit  educational  institution  which 
intends  to  use  the  property  for  educa¬ 
tional  purposes. 

***** 

(Sec.  211,  62  Stat.  23;  12  n.S.C.  171&b.  In¬ 
terpret  or  apply  sec.  207,  62  Stat.  16,  as 
amended;  12  UJS.C.  1718) 


SUBCHAPTER  E— C(X)PERATIVE  HOUSING 
INSURANCE 

PART  213— COOPERATIVE  HOUSING 
MORTGAGE  INSURANCE 

Subpart  B — Contract  Rights  and 
Obligations — Projects 

In  8  213.262  a  new  paragraph  (b)  (11) 
is  added  to  read  as  foUows: 

§  213.262  Termination  of  mortgage  in- 
surance— prepayment  in  full — man- 
agementf  purchasing  cooperative, 
sale  and  existing  construction  project 
mortgages. 

***** 

(b)  •  •  • 

(11)  Where  the  mortgage  is  paid  in 
full  after  July  1,  1962  and  the  mort¬ 
gagor  certifies  to  the  Commissioner,  in 
a  manner  satisfactory  to  him,  that  the 
payment  was  made  by  or  on  behalf  of  a 
nonprofit  educational  institution  which 
intends  to  use  the  property  for  educa¬ 
tional  purposes. 

***** 

(Sec.  211,  62  Stat.  23;  12  U5.C.  1715b.  In¬ 
terprets  or  applies  sec.  213,  64  Stat.  54,  as 
amended;  12  U.S.C.  1716e) 


SUBCHAPTER  F — URBAN  RENEWAL  HOUSING 
INSURANCE  AND  INSURED  IMPROVEMENT 
LOANS 

PART  220— URBAN  RENEWAL  MORT¬ 
GAGE  INSURANCE  AND  INSURED 
IMPROVEMENT  LOANS 

Subpart  D— Contract  Rights  and 
Obligations — Projects 

In  8  220.755  paragraph  (a)(l)(U)  ^ 
amended  to  read  as  follows: 


Friday,  September  2S,  1964 

1 

g  220.755  Insurance  benefits  require¬ 
ment. 

(a)  Payment  in  cash,  •  •  • 

(!)••• 

(U)  At  the  time  of  the  filing  for  record 
of  the  deed  convejdng  the  property  to 
the  Commissioner;  or 

•  •  •  •  • 

(Sec.  311.  62  Stat.  23;  12  UJ3.C.  1716b.  In¬ 
terprets  or  applies  sec.  220,  68  Stat.  696.  as 
amended;  12  UA.C.  1716k) 


SUBCHAPTEt  G — HOUSING  FOR  MODERATE 
INCOME  AND  DISPLACED  FAMILIES 

PART  221— LOW  COST  AND  MODER¬ 
ATE  INCOME  MORTGAGE  INSUR¬ 
ANCE 

Subpart  C — Eligibility  Require¬ 
ments — Moderate  income  Projects 

In  S  221.531  the  introductory  text  of 
paragraph  (b)  is  amended  to  read  as 
follows: 

§  221.531  Supervision  applicable  to  gen¬ 
eral  mortgagors. 

*  •  •  •  • 

(b)  Rate  of  return.  Dividends  or 
other  distributions,  as  defined  in\  the 
charter,  trust  agreement,  or  regulatory 
agreement,  may  be  declared  or  made 
only  as  of  and  after  the  end  of  an  annual, 
semiannual,  or  quarterly  fiscal  period. 
No  dividends  or  other  distributions  shall 
be  declared  or  made  except  out  of  sur¬ 
plus  cash  legally  available  anc  remaining 
after: 

*  •  •  *  • 
Subpart  D— Contract  Rights  and  Ob¬ 
ligations — Moderate  Income  Proj¬ 
ects 

In  §221.762  psuagraph  (a)(l)(ii)  is 
amended  to  read  as  follows: 

§221.762  Insurance  benefits  require¬ 
ment. 

(a)  Payment  in  cash.  •  •  • 

(!)••• 

(ii)  At  the  time  of  the  filing  for  record 
of  the  deed  conveying  the  property  to 
the  Commissioner;  or 

*  *  •  •  • 

(Sec.  211,  52  Stat.  28;  12  UA.C.  1716b.  In¬ 
terpret  or  apply  sec.  221.  68  Stat.  599.  as 
amended;  12  UA.C.  17151) 


SUBCHAPTER  K — EXPERIMENTAL  HOUSING 
INSURANCE 

part  233— experimental  HOUSING 
MORTGAGE  INSURANCE 

Subpart  D — Contract  Rights  and 
Obligations — Projects 

In  §  233.755  paragraph  (a)  (1)  (1)  (b) 
is  amended  to  read  as  follows : 

§  233.755  Insurance  benefits  require¬ 
ment. 

(a)  Payment  in  cash.  *  •  * 

(!)*•• 

(!)••• 

(b)  At  the  time  of  the  filing  for  record 

conveying  the  property  to 
the  Commissioner;  or 


FEDERAL  REGISTER 

(Sec.  2U.  52  Stat.  23;  13  UA.0. 1716b.  Inter¬ 
prets  or  iq)plleB  see.  283.  75  Stat.  158;  If 
nA.C.  1716Z) 


SUBCHAPTER  R— WAR  HOUSING  INSURANCE 

PART  603— INDIVIDUAL  HOMES, 
WAR  HOUSING  MORTGAGE  IN¬ 
SURANCE 

Subpart  B— Contract  Rights  and 
Obligations 

In  §  603.259  paragraph  (a)  (1)  (ii)  is 
amended  to  read  as  follows: 

§  603.259  Condition  of  property  when 
transferred;  delivery  of  debentures; 
certificate  of  claim ;  and  definition  of 
the  term  “waste”. 

(a)  •  •  • 

(1)  •  • 

(ii)  Where  the  property  is  conveyed  to 
the  Commissioner  and  the  debentures 
are  issued  on  or  after  September  2.  1964, 
and  a  certificate  of  claim  Is  not  issued, 
the  debentures  shall  be  issued  as  of  the 
date  of  default,  as  defined  in  this  part. 
*  •  •  •  • 

(Sec.  607.  61  Stat.  66,  12  UA.C.  1742.  Inter¬ 
prets  or  applies  sec.  60S,  55  Stat.  56,  as 
amended,  12  U.S.C.  1738) 


SUBCHAPTER  R — ^WAR  HOUSING  INSURANCE 

PART  608— MULTIFAMILY  PROJ¬ 
ECTS;  WAR  HOUSING  MORTGAGE 
INSURANCE 

Subpart  B— Contract  Rights  and 
Obligations 

In  §  608.253  paragraph  (c)  (8)  is 
amended  to  read  as  follows : 

§  608.253  Adjusted  premium  and  ter¬ 
mination  charges. 

*  •  •  •  • 

(c)  *  •  • 

(8)  Where  the  mortgage  is  paid  in  full 
after  July  1.  1962  and  the  mortgagor 
certifies  to  the  Commissioner,  in  a  man¬ 
ner  satisfactory  to  him,  that  the  payment 
was  made  by  or  on  behalf  of  a  nonprofit 
educational  Institution  which  intends  to 
use  the  property  for  educational  pur¬ 
poses. 

*  •  •  •  • 

(Sec.  607,  61  Stat.  56.  12  UA.C.  1742.  Inter¬ 
prets  or  applies  sec.  608,  56  Stat.  303,  as 

amended,  12  UA.C.  1743) 


SUBCHAPTER  U — NATIONAL  DEFENSE  HOUSING 
INSURANCE 

PART  903— INDIVIDUAL  RESIDENCES; 
NATIONAL  DEFENSE  HOUSING 
MORTGAGE  INSURANCE 

Subpart  B— Contract  Rights  and 
Obligations 

In  §  903.262  paragraph  (a)  (1)  (i)  (b) 
is  amended  to  read  as  follows: 

§  903.262  Condition .  of  property  when 
transferred;  delivery  of  debentures; 
certificate  of  claim;  and  definition 
of  the  term  ‘Svaste”, 

(a)  •  •  • 

(!)••• 

(!)••• 
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(b)  Where  the  property  is  conveyed 
to  the  Commissioner  and  the  debmtures 
are  issued  on  or  after  September  2,  1964, 
and  a  certificate  of  claim  is  not  Issued, 
the  debentures  shall  be  issued  as  of  the 
date  of  default,  as  defined  in  this  part. 

•  *  •  -  «  • 

(See.  907,  66  Stat.  301;  12  U.S.C.  1750f.  In¬ 
terprets  or  applies  sec.  903,  65  Stat.  296,  as 
amended;  12  UJ3.C.  1750b) 

Issued  at  Washington.  D.C.,  September 
21.  1964. 

Philip  N.  Brownstein, 

Federal  Housing  Commissioner. 

[FJR.  Doc.  64-9742;  FUed,  Sept.  24.  1964; 

8:48  ajn.] 

Title  31— MONEY  AND 
FINANCE:  TREASURY 

Chapter  I — Monetary  Offices,  Depart¬ 
ment  of  the  Treasury 

PART  92— BUREAU  OF  THE  MINT 
PROCEDURES  AND  DESCRIPTIONS 
OF  FORMS 

Purchase  of  “Mint  Sets” 

In  order  more  fully  to  inform  inter¬ 
ested  members  of  the  public  regarding 
sets  of  uncirculated  coins  prepared  by 
the  Bureau  of  the  Mint,  generally  re¬ 
ferred  to  as  “Mint  sets”.  Part  92  (Re¬ 
vised)  ,  CThapter  I,  Subtitle  B  of  title  31 
of  the  Code  of  Federal  Regulations  is 
hereby  amended  by  adding  immediately 
after  §  92.20  a  new  section  designated 
§  92.20a  to  read  as  follows: 

§  92.20a  Purchase  of  “Mint  sets”. 

OfBcial  U.S.  Mint  sets  consist  of  five 
uncirculated  coins  struck  during  one 
calendar  year  at  the  Philadelphia  Mint 
in  the  denominations  of  50  cents,  25 
cents,  10  cents,  5  cents  and  1  cent  and 
five  uncirculated  coins  struck  during  the 
same  year  at  the  Denver  Mint  In  the 
same  denominations;  assembled  by  the 
Bureau  of  the  Mint;  each  group  of  five 
coins  sealed  by  the  Bureau  of  the  Mint  In 
transparent  material,  the  two  longer 
sides  of  which  are  edged  in  blue  for  coins 
from  the  Philadelphia  Mint  and  In  red 
for  coins  from  the  Denver  Mint,%long 
with  a  gray  plastic  disk  inscribed  on  both 
sides,  in  blue  lettering  for  coins  from  the 
Philadelphia  Mint  and  in  red  for  coins 
from  the  Denver  Mint,  as  follows: 

“Uncirculated  Coins  of  Philadelphia  (Den¬ 
ver)  •  *  •  Mint  •  •  •  Distributed  by  U5. 
Mint.”  1 

The  term,  “Mint  set”,  is  used  accurately 
to  identify  only  sets  of  coins  as  described 
in  this  section.  These  official  U.S.  Mint 
sets  may  be  ordered  from  the  Philadel¬ 
phia  Mint  imder  terms  and  conditions 
determined  by  the  Director  and  at  a 
price  fixed  by  the  Director,  which  is  face 
value  plus  a  charge  sufficient  to  cover 
handling,  postage  And  insurance.  Their 


^  Pictorial  reproductions  of  the  Mint  sets 
described  in  this  section  were  filed  as  a  part 
of  the  original  document  with  the  Office  of 
the  Federal  Register. 


No.  188 - • 
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RULES  AND  REGULATIONS 


manufacture  and  issuance  are  contingent  western  Electric  Ctompany  are  to  stand  but 
upon  the  demands  of  regular  operations.  ^  actl^  imua^  by  the  remaining  plain- 

tiffs  are  dismissed. 

(RB.  161;  6  UB.C.  23)  2.  Defendant's  determination  of  prevail- 

natPd*  ReDtPmber21  1864  Ing  minimum  wages  in  the  motors  and  gen- 

uaiea.  Heptemoer  zi,  laoe.  erators  industry,  as  published  on  October  17, 

[seal]  Robert  A.  Wallace,  1962  *t  page  10168  of  the  Fxdbul  Baozsm 

Assistant  Secretary.  (97  PJl.  lOies).  is  null  and  void  and  of  no 

[PJl.  Doc.  64-07^  FUed,  Sept.  24,  1964;  Defendant,  his  successors  in  office,  and 

8:48  a.m.]  their  agents  and  representatives,  are 

hereby  enjoined  from  enforcing  or  attempt- 

TSHo  ill _ DIIRIIO  rnilTDACT^  ^  enforce  said  determination  in  any 

llliv  41  rUDUu  uUnillflulw  mannn'  and  with  respect  to  any  member  of 
gyn  nnnnrnTV  IlgygDrilCIIT  motors  and  generators  industry. 

ANU  rKUrtKI  I  MANAatMtlll  *  Defendant,  within  thirty  (30)  days  fol¬ 
lowing  a  final  disposition  of  the  appeal  by 
~  the  United  States  Court  of  Appeals,  shaU 
caiise  to  be  published  in  the  Federal  Register 
of  the  United  States  a  copy  of  this  Order 
(but  not  of  the  Findings  of  Fact  or  Conclu¬ 
sions  of  Law  in  connection  therewith). 

5.  Pursuant  to  Ordn*  by  the  Court  of  Ap¬ 
peals,  this  Order  is  stayed  pending  final  dis¬ 
position  of  the  appeal  by  that  court. 

Btjrnita  Shelton  Matthews, 

Judge. 

(FJR.  Doc.  64-9727;  FUed,  Sept.  24,  1964; 
8:46  am.] 


Part  2  of  the  Commission’s  rules.  Fre¬ 
quency  Allocation  and  Radio  Treaty 
Matters:  General  Rules  and  Regulations, 
is  amended  as  follows: 

In  fi  2.106,  the  Table  of  Frequency  Allo¬ 
cations  is  amended  to  add  footnote  desig¬ 
nation  nS95  in  column  5  for  the  fre¬ 
quency  band  54-72  Mc/s  and  new  foot¬ 
note  nS95  is  added,  to  read  as  foUows: 

§  2.106  Table  of  frequency  allocations. 


US95  The  band  66-72  Mc/s  is  not  avail¬ 
able  tac  television  broadcasting  at  Guam, 
Mariana  Islands.  Subject  to  agreement  by 
the  Commission,  frequencies  within  this  band 
may  be  authorized  until  July  1,  1970,  for  use 
by  Government  stations  in  the  maritime 
mobUe  service  in  the  Mariana  Islands  and 
vicinity. 

[Fit.  Doc.  64-9702;  Filed.  Sept.  24,  1964; 

8:45  am.] 


Chapter  5G— Division  of  Public  Con¬ 
tracts,  Department  of  Labor 
PART  50-202— MINIMUM  WAGE 
DETERMINATIONS 

Motors  and  Generators  Industry; 
Revocation 

As  a  result  of  judicial  review,  the  en¬ 
forcement  of  the  determination  of  pre¬ 
vailing  minimiim  wages  under  the  Walsh- 
Healey  Public  Contracts  Act  for  the 
motors  and  generators  industry  has  been 
enjoined  (Wirtz  v.  Baldor  Electric  Co., 
16  WH  Cases  551;  50  Lab.  Cases  (CCH) 
1131,603). 

Accordingly,  pursuant  to  authority 
contained  in  section  4  of  that  Act  (49 
Stat  2038;  41  UJS.C.  38),  41  CPR  50- 
202.29,  entitled  “Motors  and  generators 
industry”,  is  hereby  revoked.  This  rev¬ 
ocation  shall  be  effective  immediately. 

A  c(^y  of  the  applicable  court  order 
(16  WH  Cases  541;  49  Lab.  Cases  (CCH) 
1131,595)  Is  appended  hereto. 

Signed  at  Washington,  D.C.,  this  21st 
day  of  September  1964. 

W.  Willard  Wirtz, 
Secretary  of  Labor. 

united  States  District  Ck>URT  tor  the 
District  or  Columbia 
Baldor  Electric  Cmnpfiny; 

Bodlne  Electric  Company: 

Century  Electric  Company; 

Holtzer-Cabot  Corporation; 

The  Imperial  Electric  Company; 

Lamb  Electric,  a  division  of  Ametek,  Inc.; 

The  Louis  Allis  Company; 

The  Marathon  Electric  Manufacturing  Cor¬ 
poration; 

Northwestern  Electric  Company; 

Peerless  Electric,  Division,  H.  K.  Porter  Ccun- 
pany,  Inc.; 

Westlnghouse  Electric  Corporation; 

on  behalf  of  themselves  and  all  others  simi¬ 
larly  situated.  Plaintiffs  v.  W.  Willard  Wirtz, 
Secretary  of  Labor,  Defendant,  ClvU  Action 
No.  3673-62. 

ORDER 

Findings  of  Fact  and  Conclusions  of  Law 
as  to  plaintiffs’  standing  to  sue  having  been 
entered  herein  pursuant  to  the  remand  of 
this  case  to  this  court  by  the  United  States 
Court  of  Appeals  (W.  WUlard  Wirtz,  Appel¬ 
lant,  V.  Baldor  Electric  Co.,  et  al.,  Appellee, 
No.  17,770,  Dec.  31,  1963),  and  this  court 
having  found  that  plaintiffs  Baldor  Electric 
Company,  Holtzer-Cabot  Corporation,  West¬ 
lnghouse  Electric  Corporation,  The  Louis 
Allis  Company  and  Northwestern  Electric 
Company  have  standing  to  sue  and  that  the 
remaining  plaintiffs  do  not  have  such  stand¬ 
ing,  it  Is  by  the  coiui:  this  28th  day  of 
February  1964: 

Ordered:  1.  ‘the  actions  Initiated  by  plain¬ 
tiffs  Baldor  Electric  Company,  Holtzer-Cabot 
Corporation,  Westlnghouse  Electric  Corpora¬ 
tion,  The  Louis  Allis  Company  and  North- 


Title  47— TELECOMMUNICATION  and  Wildlife  °*Fish  ^and  'wMdiife 

Chapter  I— Federal  Communications  Service,  Department  of  the  Interior 
Commission  PART  32— HUNTING 

[Fcc  64-849]  Migratory  Game  Birds;  California 

'*'^rLr?“;AnS^  in  compliance  with  the  requirements 

AND  RADIO  TREATY  MATTERS;  ^ct  of  May  18,  1948  (62  Stat.  238, 

GENERAL  RULES  AND  REGULA-  le  U.S.C.  695),  It  has  been  determined 
TIONS  that  a  major  portion  of  the  crops  in  the 

AllA«-r.»iAn.  viciiiity  of  ttic  foUowiiig  rcfugcs  has  been 
Table  of  Frequency  Allocations  harvested  and  that  the  period  of  sus- 

Order.  At  a  session  of  the  Federal  ceptibility  of  such  crops  to  wild  fowl 
Communications  Commission  held  at  its  depredation  has  pass^.  Accordingly, 
offices  in  Washington,  D.C.,  on  the  16tii  since  the  possibility  of  crops  being  dam- 
day  of  September  1964,  aged  by  waterfowl  is  minor,  the  follow- 

The  Commission  having  under  con-  ing  special  regulations  are  issued  and 
sideration  deleticm  of  the  avalability  of  are  effective  on  the  date  of  publication  in 
unassigned  TV  Channel  4  (66-72  Mc/s)  the  Federal  Register.  The  limitation  of 
in  Guam,  Mariana  Islands;  and  time  makes  it  impracticable  to  give  public 

It  appearh^:,  that  there  is  no  current  notice  of  proposed  rule  making, 
or  foreseeable  shortage  of  television  o 

broad^  '5^®^  Guam  ^  Em.'  fofLdivid'u.1  JIldliK 

there  is  a  need  for  Government  stations  ref u*e  areas 

in  the  maritime  mobile  service  to  use  the  ^ 

frequencies  in  question  in  the  Mariana  California 

Islands  and  vicinity;  and  colusa  national  wildlife  refuge 

It  further  appearing,  that  the  public  ^  ^ 

interest  would  be  served  by  the  deletion  ^blic  hunting  of  duclte  geese,  coote 

of  the  avaUability  of  TV  Channel  4  In  Si® 

Guam,  Mariana  Islands;  and  Wildlife  Refuge.  California,  is  permitted 

It  further  appearing,  that  application 
of  the  public  notice  and  effective  date  re-  ^  ^ 

quirements  of  section  4  of  the  Adminis-  comprising  1 180  wres,  is  deUneated  on 
trative  Procedure  Act  is  inappropriate,  ^ 

since  the  matter  involves  circumstances 

falling  within  section  4(1)  of  that  Act:  ^  Faeries  and  Wildhfe,  1M2 

It  is  ordered.  That,  under  authority  52S?®^ 
contained  in  sections  1. 4(j) .  and  303(c) .  ^208.  Hunt^  ^ 

(f )  and  (r) ,  of  the  Communications  Act  ^  applicable  State  and 

of  1934,  as  amended.  Part  2  of  the  Com-  regulations  ^bject  to  the  following 
mission’s  rules  is  amended  as  set  forth  spwial  coitions.,  ,,,  , 

below,  effective  September  24,  1964.  ■  Dimto,  coots,  and  galtoules  mas 

..  AO  _ _ _  aw  tt  o  «  bc  huntcd  duTiiig  the  period  October  31, 

164.  Interprets  or  applies  sec.  303,  48  Stat. 

1082,  as  am^ded;  47  UB.C.  303)  “ay  be  hunted  from  October  31,  19W 

_  ,  JO,.  .  through  January  10,  1965.  Hunting  will 

Released:  September  21,  1964.  l3g  restricted  to  Saturdays,  Sundays, 

Federal  Communications  Wednesdays,  and  National  holidays  (ex- 
Commission.  cept  Christmas  Day) . 

[seal]  Ben  F.  Waplb,  (2)  Before  hunting  on  the  area,  hunt- 

Secretary.  .  ers  must  obtain  a  State  permit  issued  al 


Friday,  September  25,  1964 
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the  checking  station,  or  advance  reserva¬ 
tion  obtained  from  Uie  State  Fish  and 
Game  Department.  Sacramento.  Calif. 

The  provisions  of  this  special  regiila- 
tion  supplement  the  regulations  which 
govern  hunting  on  wildlife  refuge  areas 
generally  which  are  set  forth  in  Title  50. 
Code  of  Federal  Regulations.  Part  32. 
and  are  effective  through  January  10, 
1965. 

delevan  national  wildlife  refuge 

Public  hunting  of  ducks,  geese,  coots, 
and  gallinules  on  the  Delevan  National 
Wildlife  Refuge.  California,  is  permitted 
only  on  the  area  designated  by  signs  as 
open  to  hunting.  This  open  area,  com¬ 
prising  2.200  acres,  is  delineated  on  maps 
available  at  refuge  headquarters  and 
from  the  Regional  Director.  Bureau  of 
Sport  Fisheries  and  Wildlife.  1002  North¬ 
east  Holladay,  Portland.  Oreg..  97208. 
Hunting  shall  be  in  accordance  with  all 
applicable  State  and  Federal  regulations 
subject  to  the  following  special  condi¬ 
tions: 

(1)  Ducks,  coots,  and  gallinules  may 
be  hunted  during  the  period  October  31. 
1964  through  January  6.  1965.  and  geese 
may  be  hunted  from  October  31.  1964 
through  January  10.  1965.  Hunting  will 
be  restricted  to  Saturdays.  Sundays. 
Wednesdays,  and  National  holidays 
(except  Christmas  Day) . 

(2)  Before  hunting  on  the  area,  hunt¬ 
ers  must  obtain  a  State  permit  Issued  at 
the  checking  station,  or  advance  reserva¬ 
tion  obtained  from  the  State  Fish  and 
Oame  Department.  Sacramento.  Calif. 

The  provisions  of  this  special  regula¬ 
tion  supplement  the  regulations  which 
govern  hunting  on  wildlife  refuge  areas 
generally  which  are  set  forth  in  Title  50. 
Code  of  Federal  Regulations,  Part  32, 
and  are  effective  through  January  10, 
1965. 

MERCED  NATIONAL  WILDLIFE  REFUGE 

Public  hunting  of  ducks,  geese,  coots, 
and  gallinules  on  the  Merced  National 
Wildlife  Refuge,  California,  is  permitted 
only  on  the  area  designated  by  signs  as 
open  to  hunting.  This  open  area,  com¬ 
prising  1,160  acres,  is  delineated  on  maps 
available  at  refuge  headquarters  and 
from  the- Regional  Director,  Bureau  of 
Sport  Ri^eries  and  Wildlife,  1002  North¬ 
east  Holladay,  Portland,  Oreg.,  97208. 
Hunting  shall  be  in  accordance  with  aU 
aiHslicable  State  and  Federal  regulations 
subject  to  the  following  special  condi¬ 
tions: 

(1)  Ducks,  coots,  and  gallinules  may 
be  hunted  during  the  period  October  31, 
1964  through  January  6,  1965,  and  geese 
may  be  hunted  fr(xn  October  31,  1964 
through  January  10,  1965.  Hunting  wiU 
be  restricted  to  Saturdays,  Sundays, 
Wednesdays,  and  National  holidays  (ex¬ 
cept  Christmas  Day) . 

(2)  Before  hunting  on  the  area,  hunt¬ 
ers  must  obtain  a  State  permit  issued 
at  the  checking  station,  m:  advance  res¬ 
ervation  obtained  from  the  State  Fish 
and  Game  Department,  Sacramento, 
Calif. 

The  provisions  of  this  special  regula¬ 
tion  supplement  the  regulations  which 
govern  hunting  on  wildlife  refuge  areas 
generally  which  are  set  forth  in  Title 


50,  Code  of  Federal  Regulations,  Part 
32,  and  are  effective  through  January 
10,  1965. 

SACRAMENTO  NATIONAL  WILDLIFE  REFUGE 
Public  hunting  of  ducks,  geese,  coots, 
and  gallinules  on  the  Sacramento  Na¬ 
tional  Wildlife  Refuge,  California,  is  per¬ 
mitted  only  on  the  area  designated  by 
signs  as  open  to  himting.  This  open 
area,  comprising  4,000  acres,  is  delin¬ 
eated  on  msq>s  available  at  refuge  head¬ 
quarters  and  from  the  Regional  Director, 
Bureau  of  Sport  Fisheries  and  Wild¬ 
life.  1002  Northeast  Holladay,  Portland, 
Oreg.,  97208.  Hunting  shall  be  in  ac¬ 
cordance  with  all  applicable  State  and 
Federal  regulations  subject  to  the  fol¬ 
lowing  ^)ecial  conditions: 

(1)  Ducks,  coots,  and  gallinules  may 
be  hunted  during  the  period  October  31, 
1964  through  January  6,  1965,  and  geese 
may  be  hunted  from  October  31,  1964 
through  January  10, 1965.  Hunting  will 
be  restricted  to  Saturdays,  Sundays, 
Wednesdays,  and  National  hckidays  (ex¬ 
cept  Christmas  Day). 

(2)  Before  hunting  on  the  area,  hunt¬ 
ers  must  obtain  a  State  permit  issued 
at  the  checking  station,  or  advance  res¬ 
ervation  obtained  from  the  State  Fish 
and  Game  Department,  Sacramento, 
Calif. 

The  provisions  of  this  special  regula¬ 
tion  supplement  the  regulations  which 
govern  hunting  on  wildlife  refuge  areas 
generally  which  are  set  forth  in  Title 
50,  Code  of  Federal  Regulations,  Part 
'  32,  and  are  effective  through  January  10, 
1965. 

SALTON  SEA  NATIONAL  WILDLIFE  REFUGE 

Public  hunting  of  ducks,  geese,  coots, 
and  gallinules  on  the  Salton  Sea  Na¬ 
tional  Wildlife  Refuge,  California,  is  per¬ 
mitted  only  (HI  the  area  designated  by 
signs  as  open  to  hunting.  This  open 
area,  comprising  1,120  acres,  is  delin¬ 
eated  on  maps  available  at  refuge  head¬ 
quarters  and  from  the  Regional  Direc¬ 
tor,  Bureau  of  Sport  Fisheries  and  Wild¬ 
life,  1002  Northeast  Holladay,  Portland, 
Oreg.,  97208.  Hunting  shall  be  in  ac¬ 
cordance  with  aU  applicable  State  and 
Federal  regulations  subject  to  the  fol¬ 
lowing  special  (i(Hiditions: 

(1)  Ducks,  coots,  and  gallinules  may 
be  hunted  during  the  period  October  24, 
1964  through  January  6,  1965,  and  geese 
may  be  hunted  from  October  24.  1964 
through  January  10,  1965.  Hunting  wiU 
be  restricted  to  Saturdays,  Sundays, 
Wednesdays,  and  National  holidays  (ex¬ 
cept  Christmas  Day). 

(2)  A  Federal  permit  is  not  required 
to  enter  the  public  hunting  area,  but 
hunters  must  obtain  a  State  permit  Is¬ 
sued  at  the  Wister  Game  Management 
Area,  five  miles  northeast  of  Niland, 
California,  on  Highway  111,  or  by  ad¬ 
vance  reservation  obtained  from  the 
State  Fish  and  Game  Department,  Sac¬ 
ramento.  Calif.,  before  hunting  on  the 
area. 

The  provisions  of  this  spe<dal  regula¬ 
tion  supplement  the  regulations  which 
govwn  hunting  on  wildlife  refuge  areas 
generally  which  are  set  forth  in  Title  50, 
Code  of  Federal  Regulations,  Part  32, 
and  are  effective  through  January  10, 
1965. 


SUTTER  NATIONAL  WILDLIFE  REFUGE 

Public  himting  of  ducks,  geese.  c(x>ts. 
and  gallinules  on  the  Sutter  National 
Wildlife  Refuge,  California,  is  permitted 
only  on  the  area  designated  by  signs  as 
open  to  hunting.  This  open  area,  com¬ 
prising  1,100  acres,  is  delineated  (m  maps 
available  at  refuge  headquarters  and 
from  the  Regional  Director,  Bureau  of 
Sport  Fisheries  and  Wildlife,  1002  North¬ 
east  Holladay,  Portland,  Oreg.,  97208. 
Hunting  shall  be  in  accordance  with  all 
applicable  State  and  Federal  regulations 
subject  to  the  following  special  condi¬ 
tions: 

(1)  Ducks,  C(X)ts,  and  gallinules  may 
be  hunted  during  the  period  October  31, 
1964  through  January  6,  1965,  and  geese 
may  be  hunted  from  October  31,  1964 
through  January  10,  1965.  Hunting  will 
be  restricted  to  Saturdays,  Sundays, 
Wednesdays,  and  National  holidays  (ex¬ 
cept  Christmas  Day) . 

(2)  Before  hunting  on  the  area,  hunt¬ 
ers  must  obtain  a  State  permit  issued  at 
the  checking  station,  or  advance  reserva¬ 
tion  obtained  from  the  State  Fish  and 
Game  Department.  Sacfameiito,  Cali¬ 
fornia. 

The  provisions  of  this  special  regula¬ 
tion  supplement  the  regulations  which 
govern  hunting  on  wildlife  refuge  areas 
generally  which  are  set  forth  in  Title  50, 
C<xie  of  Federal  Regulatlcxis,  Part  32, 
and  are  effective  through  January  10, 
1965. 

Paul  T.  Quick, 
Regional  Director, 
Portland,  Oregon. 

September  18, 1964. 

[FR.  Doc.  64-9728;  FUed,  Sept.  24,  1964; 

8:46  ajn.] 


Title  26-INTERNAL  REVENUE 

Chapter  I — Internal  Revenue  Service, 
Department  of  the  Treasury 

[TJD.  67591 

PART  1— INCOME  TAX;  TAXABLE 

SUBCHAPTER  A — INCOME  TAX 

YEARS  BEGINNING  AFTER  DECEM¬ 
BER  31,  1953 

Receipt  of  Minimum  Distributions 
From  Controlled  Foreign  Corpo¬ 
rations 

On  December  20,  1963,  notice  of  pro¬ 
posed  rule  making  was  published  in  the 
Federal  Register  (28F.R.  13868)  regard¬ 
ing  the  amendment  of  the  Income  Tax 
Regulations  (26  CFR  Part  1)  to  conform 
such  regulations  to  section  963  of  the  In¬ 
ternal  Revenue  Code  of  1964,  as  added 
by  section  12(a)  of  the  Revenue  Act  of 
1962  (76  Stat.  1006).  After  considera¬ 
tion  of  all  such  relevant  matter  as  was 
presented  by  interested  persons  regard¬ 
ing  the  rules  proposed,  the  following 
amendments  are  hereby  adopted,  effec¬ 
tive  for  taxable  years  of  foreign  corpo¬ 
rations  beginning  after  December  31, 
1962,  and  for  taxable  years  of  United 
States  shareholders  within  which  or  with 
which  such  taxable  years  of  such  cor¬ 
porations  end: 
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Paraoeaph  1.  Paragri^h  (b)(3)(il)  of 
1  1.954-1  Is  amended  to  read  as  follows: 

§  1.954—1  Foreign  base  companj  in- 

come. 

•  0  ^  m  m  0 

(b)  Exclusions  from  foreign  base  com¬ 
pany  income.  •  •  • 

(3)  Income  of  controlled  foreign  cor¬ 
porations  not  availed  of  to  substantially 
reduce  income  or  similar  taxes.  •  •  • 
(11)  Foreign  personal  holding  com¬ 
pany  income.  Creation  or  organization 
of  a  controlled  foreign  corporation  will 
be  considered  not  to  have  the  effect  of 
substantially  reducing  income,  war 
profits,  excess  profits,  or  similar  taxes 
with  respect  to  an  item  of  foreign  per¬ 
sonal  holding  company  income  described 
in  §  1.954-2,  if  it  can  he  established  that, 
if  such  item  were  the  only  income  of 
such  corporation  for  the  taxable  year 
and  the  United  States  shareholder  of 
such  corporation  were  a  corporate 
United  States  shareholder  making  a 
first-tier  election  (as  defined  in  para¬ 
graph  (b)  (5)  of  9  1.963-1)  to  receive  a 
minimum  distribution  for  such  year 
with  respect  to  stock  which  it  directly 
owns  in  such  controlled  foreign  corpo¬ 
ration,  no  minimum  distribution  would 
be  required  to  be  received  by  such  share¬ 
holder  from  such  controlled  foreign 
corporation.  If  the  rate  of  tax  imposed 
by  a  country  for  the  taxable  year  with 
respect  to  the  income  of  a  controlled 
foreign  corporation  which  is  distributed 
is  less  than  the  rate  of  such  tax  with 
respect  to  its  income  which  is  not  dis¬ 
tributed,  this  subdivision  shall  not  apply 
with  respect  to  a  corporate  United 
States  shareholder  to  exclude  an  item  of 
income  of  such  controlled  foreign  cor¬ 
poration  unless  the  effective  rate  of  tax 
paid  to  such  country  by  such  controlled 
foreign  corporation  on  such  item  of  in¬ 
come  (after  allocable  deductions  other 
than  income,  war  profits,  excess  profits, 
or  similar  taxes)  for  the  taxable  year  of 
such  controlled  foreign  corporation 
equals  or  exceeds  90  percent  of  a  per¬ 
centage  which  equals  the  sum  of  the  nor¬ 
mal  tax  rate  and  the  surtax  rate  (de¬ 
termined  without  regard  to  the  surtax 
exemption)  prescribed  by  section  11  for 
the  taxable  year  of  the  United  States 
shareholder  within  which  or  with  which 
ends  such  taxable  year  of  such  con¬ 
trolled  foreign  corporation. 

Par.  2.  There  is  inserted  immediately 
after  §  1.957-3  the  following: 

§  1.963  Statutory  provisions;  receipt  of 
minimum  distributions  by  domestic 
corporations. 

Sac.  963.  Receipt  of  minimum  distribu¬ 
tions  by  domestic  corporations — (a)  General 
rule.  In  the  case  of  a  United  States  share¬ 
holder  which  is  a  domestic  corporation  and 
which  consents  to  all  the  regulations  pre¬ 
scribed  by  the  Secretary  or  his  delegate  tmder 
this  section  prior  to  the  last  day  prescribed 
by  law  for  filing  its  return  of  the  tax  Imposed 
by  this  chapter  for  the  taxable  year,  no 
amount  shall  be  included  in  gross  income 
under  section  951(a)  (1)  (A)  (i)  for  the  tax¬ 
able  year  with  respect  to  the  subpart  F  in¬ 
come  of  a  controlled  foreign  corporation,  if — 

(1)  In  the  case  of  a  controUed  foreign  cor¬ 
poration  described  in  subsection  (c)(1),  the 
United  States  shareholder  receives  a  mini¬ 
mum  distribution  of  the  earnings  and  profits 


for  the  taxable  year  of  such  cmitroUed  for¬ 
eign  corporation; 

(2)  In  the  case  of  controUed  foreign  oor- 
poratlons  described  in  subsection  (c)(a), 
the  United  States  shareholder  receives  a 
minimum  distribution  with  respect  to  the 
consolidated  earnings  and  profits  for  the  tax¬ 
able  jrear  of  all  such  controlled  foreign  cor¬ 
porations;  or 

(8)  In  the  case  of  controUed  foreign  cor- 
pmrations  described  in  subsection  (c)(3). 
the  United  States  shareholder  receives  a 
minimum  distribution  of  the  consoUdated 
earnings  and  profits  for  the  taxable  year  of 
aU  such  controUed  foreign  corporations. 

(b)  Minimum  distribution.  For  piirposes 
of  this  section,  a  minimum  distribution  with 
respect  to  the  earnings  and  profits  tor  the 
taxable  year  of  any  controlled  foreign  cm*- 
poration  or  corporations  shaU,  in  the  case 
of  any  United  States  shareholder,  be  its  pro 
rata  share  of  an  amount  determined  in  ac¬ 
cordance  with  whichever  of  the  following 
tables  appUes  to  the  taxable  year: 

( 1 )  Taxable  years  beginning  in  1963. 

If  the  effective  The  required  minimum 
foreign  tax  distribution  of  eam- 

rate  is  (per-  ings  and  profits  is 

centage) —  (percentage)  — 


Under  10 ; _  90 

10  or  over  but  less  than  20 _  86 

20  or  over  but  less  than  28 _  82 

28  or  over  but  less  than  34 _  75 

34  or  over  but  less  than  39 _  68 

39  or  over  but  less  them  42 _  55 

42  or  over  but  less  than  44 _ 40 

44  or  over  but  less  than  46 _  27 

45  or  over  but  less  than  46 _  14 

47  or  over _  0 


(2)  Taxable  years  beginning  in  1964. 

It  the  effective  The  required  minimum 
foreign  tax  distribution  of  eam- 

rate  is  (per-  ings  and  profits  <s 
centage)  —  ( percentage )  — 


Under  10 _  87 

10  or  over  but  less  than  19 _  83 

19  or  over  but  less  than  27 _  79 

27  or  over  but  less  than  33 _  72 

33  or  over  but  less  than  37 _  65 

37  or  over  but  less  than  40 _  53 

40  or  over  but  less  than  42 _  38 

42  or  over  but  less  than  44 _  26 

44  or  over  but  less  than  45 _  13 

45  or  over _  0 


(3)  Taxable  years  beginning  after  Decem¬ 
ber  31, 1964. 

If  the  effective  The  required  minimum 
foreign  tax  distribution  of  eam- 

rate  is  (per-  ings  and  profits  is 

centage) —  (percentage) — 


Under  9 _  88 

9  or  over  but  less  than  18 _  79 

18  or  over  but  less  than  26 _  76 

26  or  over  but  less  than  32 _  69 

32  or  over  but  less  than  36 _  63 

36  or  over  but  less  than  39 _  51 

39  or  over  but  less  than  41 _  37 

41  or  over  but  less  than  42 _  25 

42  or  over  but  less  than  43 _  13 

43  or  over _  0 


(c)  Amounts  to  which  section  applies — 
(1)  Foreign  subsidiaries.  Subsection  (a)  (1) 
shall  apply  to  amounts  which  (but  for  the 
provisions  of  this  section)  would  be  Included 
in  the  gross  income  of  the  United  States 
shareholder  under  section  951(a)  (1)  (A)  (i) 
by  reason  of  its  ownership  within  the  mean¬ 
ing  of  section  958(a)(1)(A),  of  stock  of  a 
controlled  foreign  corporation. 

(2)  Chain  of  controlled  foreign  corpora¬ 
tions.  Subsection  (a)  (2)  shall  apply  to 
amounts  which  (but  for  the  provisions  of 
this  section)  would  be  included  in  the  gross 
income  of  the  United  States  shareholder 
under  section  951(a)  (1)  (A)  (i)  — 


(A)  By  reason  at  its  ownership,  within  the 
meanixig  of  section  958(a)(1)(A).  of  stock 
of  a  controlled  foreign  corporation,  and 

(B)  To  the  extent  that  the  United  States 
shareholder  so  elects,  by  reason  of  its  owner¬ 
ship,  within  the  meaning  of  section  958(a) 

(2).  of  stock  of  any  other  controUed  foreign 
corporation  (on  account  of  its  ownership  of 
the  stock  described  in  subparagraph  (A)  or 
of  stock  described  in  this  subparagraph) ,  but 
only  if  there  is  taken  into  account  the  earn¬ 
ings  and  profits  of  each  foreign  corporation, 
whether  or  not  a  controlled  foreign  corpora¬ 
tion,  by  reason  of  which  the  United  States 
shareholder  owns,  within  the  meaning  of 
section  958(a)(2),  stock  of  such  controlled 
foreign  corporation. 

(3)  All  controlled  foreign  corporations. 
Except  as  provided  in  paragraph  (4),  sub¬ 
section  (a)  (3)  shall  apply  to  amoimts  which 
(but  for  the  provisions  of  this  section)  would 
be  included  in  the  gross  income  of  the  United 
States  shareholder  under  section  951(a)(1) 
(A)  (D  — 

(A)  By  reason  of  its  ownership,  within  the 
meaning  of  section  958(a)(1)(A),  of  stock 
of  aU  controUed  foreign  corporations  in 
which  it  owns  stock  within  the  meaning  of 
such  section,  and 

(B)  By  reason  of  its  ownership,  within 
the  meaning  of  section  958(a)(2),  of  stock 
of  all  controUed  foreign  corporations  in 
which  its  owns  stock  within  the  meaning  of 
such  section,  but  only  if  there  is  taken  into 
account  the  earnings  and  profits  of  each 
foreign  corporation,  whether  or  not  a  con¬ 
troUed  foreign  corporation  by  reason  of 
which  the  United  States  shareholder  owns, 
within  the  meaning  of  section  958(a),  stock 
of  any  of  such  controlled  foreign  corpora¬ 
tions. 

(4)  Exceptions  and  special  rules — (A)  Less 
developed  country  -corporations.  If  the 
United  States  shareholder  so  elects,  subsec¬ 
tion  (a)  (3)  and  paragraph  (3)  of  this  sub¬ 
section  shall  not  apply  to  amounts  which 
would  be  included  in  the  gross  income  of 
such  shareholder  under  section  951(a)  (1)  (A) 
(i)  by  reason  of  its  ownership,  within  the 
meaning  of  section  958(a).  of  stock  of  con¬ 
troUed  foreign  corporations  which  are  less 
developed  country  corporations  (as  defined 
in  section  955(c) ) .  This  subparagraph  shall 
not  apply  with  respect  to  a  less  developed 
country  corporation  if,  by  reason  of  the 
ownership  of  the  stock  of  such  corporation, 
the  United  States  shareholder  owns,  within 
the  meaning  of  section  958(a)(2),  stock  of 
any  other  controUed  foreign  corporation 
which  is  not  a  less  developed  country  corpo¬ 
ration.  Except  as  provided  in  the  preceding 
sentence,  an  election  under  this  subpara¬ 
graph  may  be  made  only  with  respect  to  all 
controUed  foreign  corporations  which  are 
less  developed  pountry  corporations  and  with 
respect  to  which  the  domestic  corporation 
making  the  election  is  a  United  States  share¬ 
holder. 

(B)  Foreign  branches.  In  applying  sub¬ 
section  (a)  (3)  and  paragraph  (3)  of  this 
subsection,  if  a  United  States  shareholder  so 
elects,  all  branches  maintained  by  such 
shareholder  in  foreign  countries,  the  Com¬ 
monwealth  of  Puerto  Rico,  or  possessions  of 
the  United  States  shall,  under  regulations 
prescribed  by  the  Secretary  or  his  delegate, 
be  treated  as  wholly  owned  subsidiary  corpo¬ 
rations  of  such  shareholder  organized  under 
the  laws  of  such  foreign  countries,  the  Com¬ 
monwealth  of  Puerto  Rico,  or  possessions  of 
the  United  States,  as  the  case  may  be.  Each 
branch  so  treated  shall,  for  purposes  of  this 
section,  be  considered  to  have  distributed  to 
the  United  States  shareholder  all  of  its  earn¬ 
ings  and  profits  for  the  taxable  year.  This 
subparagraph  shall  not  apply  to  a  branch 
maintained  by  a  United  States  shareholder 
In  the  Commonwealth  of  Puerto  Rico  or  a 
possession  of  the  United  States  unless — 

(1)  Such  branch  would  be  a  controlled 
foreign  corporation  (as  defined  in  section 
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957)  U  it  were  Incorporated  tinder  the  laws 
of  the  Commonwealth  of  Puerto  Rico  or  the 
possession  of  the  United  States,  as  the  cfue 
xnay  be,  and 

(11)  The  gross  Income  of  the  United  States 
shareholder  for  the  taxable  year  includes 
income  derived  fnxn  sources  within  the  Com> 
monwealth  of  Puerto  Rico  and  possessions  of 
the  United  States. 

(C)  Blocked  foreign  income.  If  a  United 
States  shareholder  bo  elects,  the  provisions 
of  subsection  (a)  (3)  and  of  paragraph  (3) 

(rf  this  subsection  shall  not  apply  with 
respect  to  any  foreign  corporation.  If  It  Is 
established  to  the  satisfaction  of  the  Secre¬ 
tary  or  his  delegate  that  the  earnings  and 
profits  of  such  foreign  corporation  could  not 
have  beep  distributed  to  United  States  share¬ 
holders  who  own  (within  the  meaning  of 
section  958(a) )  stock  of  such  foreign  corpo¬ 
ration  because  of  currency  or  other  restric¬ 
tions  or  limitations  imposed  imder  the  laws 
of  any  foreign  country.  '' 

(d)  Effective  foreign  tax  rate.  Tor  pur- 
po^  of  this  section,  the  term  ^‘effective 
foreign  tax  rate”  means — 

(1)  With  respect  to  a  single  controlled 
fcsrelgn  corporation,  the  percentage  which— 

(A)  The  Income,  war  profits,  or  excess 
profits  taxes  paid  or  accrued  to  foreign 
coimtriee  or  possessions  of  the  United  States 
by  the  controlled  foreign  corporation  for  the 
taxable  year  on  or  with  respect  to  its  earn¬ 
ings  and  profits  for  the  taxable  year,  is  of 

(B)  The  sum  of  (i)  the  earnings  and  prof- 
Iti  of  the  controlled  foreign  corporation  de¬ 
scribed  in  subparagri^h  (A)  and  (ii)  and 
the  taxes  described  In  subparagraph  (A) ;  tmd 

(2)  With  respect  to  two  or  more  foreign 
corporations,  the  percentage  which — 

(A)  The  total  Income,  war  profits,  or  ex¬ 
cess  profits  taxes  paid  or  accrued  to  foreign 
countries  or  possessions  of  the  United  States 
by  such  foreign  oorporatlons  for  the  taxable 
year  on  or  with  respect  to  the  consolidated 
earnings  and  profits  of  such  foreign  corpora¬ 
tions  for  the  taxable  year,  is  of 

(B)  The  sum  of  (1)  the  consolidated  earn¬ 
ing  and  profits  of  such  foreign  corporations 
described  in  subparagraph  (A)  and  (li)  the 
taxes  described  in  subparagraph  (A). 

For  purposes  of  the  preceding  sentence,  in 
the  case  of  any  United  States  shareholder, 
the  computation  of  the  effective  foreigpi  tax 
rate  applicable  with  respect  to  any  con¬ 
trolled  foreign  corporation  or  corporations 
shall  be  made  without  regard  to  distribu¬ 
tions  made  by  such  controlled  foreign  cor¬ 
poration  at  corporations  to  such  United 
States  shareholder. 

(e)  Special  rules — (1)  Year  from  which 
distributions  are  made.  For  purposes  of  this 
section,  the  second  sentence  of  section  902 
(c)(1)  shall  iHPply  in  determining  from  the 
earnings  and  profits  of  what  year  distribu¬ 
tions  are  made  by  any  foreign  corporation, 
except  that  the  Secretary  or  his  delegate 
may  by  regulations  provide  a  period  in 
excess  of  60  days  in  lieu  of  the  60-day  period 
prescribed  In  such  section. 

(2)  Insufficient  distributions.  If— 

(A)  A  United  States  shareholder,  in  mak¬ 
ing  Its  return  of  the  tax  imposed  by  this 
chapter  for  any  taxable  year,  applies  the 
provisions  of  this  section  with  respect  to  any 
controlled  foreign  corporation, 

(B)  It  Is  subsequently  determined  that 
this  section  did  not  apply  with  respect  to 
such  controlled  foreign  corporation  for  such 
taxable  year  due  to  the  failure  of  the  United 
States  shareholder  to  receive  a  mlnimiim 
distribution  with  respect  to  such  controlled 
foreign  corporation,  and 

(C)  Such  failure  is  due  to  reasonable 
cause, 

then  a  subsequent  distribution  made  with 
respect  to  such  controlled  foreign  corpora¬ 
tion  may,  if  made  at  a  time  and  In  a  xfian- 
Jier  prescribed  by  the  Secretary  or  his  dele¬ 
gate  by  regulations,  be  treated,  for  purposes 


of  this  chapter,  as  having  been  made  for, 
and  received  in,  the  taxable  year  at  the 
United  States  shareholder  for  which  su<di 
shareholder  applied  the  provisions  of  this 
section. 

(3)  Affiliated  groups  of  corporations.  An 
affiliated  group  of  corporations  which  makes 
a  consolidated  return  under  section  1501 
for  the  taxaMe  year,  may.  if  It  so  elects, 
be  treated  as  a  single  United  States  share¬ 
holder  for  purposes  of  applying  this  section 
for  the  taxable  year. 

(f)  Regulations.  The  Secretary  or  his 
delegate  shall  prescribe  such  regulations  as 
he  may  deem  necessary  to  carry  out  the 
provisions  of  this  section.  Including  regula¬ 
tions  for  the  determination  of  the  amount 
of  foreign  tax  credit  In  the  case  of  distribu¬ 
tions  with  respect  to  the  earnings  and 
profits  of  two  or  more  foreign  corporations. 

(Sec.  963  as  added  by  sec.  12(a),  Rev.  Act 
1962  (76  Stat.  1006) ;  amended  by  sec.  123(b). 
Rev.  Act  1964  (78  SUt.  29)  ] 

§  1.693—1  Encclusion  of  subpart  F  in¬ 
come  upon  receipt  of  minimum  dis¬ 
tribution. 

(a)  In  general — (1)  Purpose  of  sec¬ 
tion  963.  Section  963  sets  forth  an  ex¬ 
ception  to  section  951(a)(1)  (A)  (i)  by 
providing  that  a  corporate  United  States 
shareholder  may  exclude  from  its  gross 
income  the  subpart  F  inc(»ne  of  a  con¬ 
trolled  foreign  corporaticm  if  for  the 
taxable  year  such  shareholder  elects 
such  exclusion  and,  where  necessary, 
receives  a  distribution  of  the  earnings 
and  profits  of  such  foreign  corporation 
sufficiait  to  bring  the  aggr^ate  United 
States  and  foreign  income  taxes  on  the 
pretax  earnings  and  profits  of  that  cor¬ 
poration  to  a  percentage  level  aiH>roach- 
ing  the  United  States  tax  rate  for  such 
year  on  the  income  of  a  domestic  corpo¬ 
ration.  The  election  to  secure  an  exclu¬ 
sion  under  section  963  may  be  made  with 
respect  to  a  “single  first-tier  corpora¬ 
tion”  or  a  “chain”  or  "group”  of  con¬ 
trolled  foreign  corporations.  This  sec¬ 
tion  defines  the  terms  "single  first-tier 
corporations,”  "chain,”  "group,”  and 
certain  otiier  terms  and  prescribes  the 
manner  in  which  such  an  election  is  to 
be  made. 

Section  1.963-2  describes  the  manner 
in  which  the  amount  of  the  minimum 
distribution  for  any  taxable  year  is  to  be 
determined.  Section  1.963-3  specifies 
the  distributions  counting  toward  a 
minimum  distribution.  Section  1.963-4 
sets  forth  the  requirement  with  respect 
to  a  minimum  distribution  from  a  chain 
or  group  that  the  overall  United  States 
and  foreign  income  tax  must  equal  either 
90  percent  of  the  United  States  cor¬ 
porate  tax  rate  applied  against  con¬ 
solidated  pretax  and  predistribution 
earnings  and  profits  or,  with  the  appli¬ 
cation  of  the  special  rules  set  for^  in 
that  section,  the  total  United  States  and 
fcM^ign  inccune  taxes  which  would  have 
been  incurred  in  respect  of  a  pro  rata 
minimum  distribution  from  the  chain 
or  group.  Section  1.963-5  provides  spe¬ 
cial  rules  for  applsdng  section  963  in 
certain  cases  in  which  the  rate  of  foreign 
income  tax  incurred  by  a  foreign  cor¬ 
poration  varies  with  the  amoirnt  of  dis¬ 
tributions  it  makes  for  the  taxable  year. 
Section  1.963-6  outlines  the  deficiency 
distribution  procedure  that  may  be  fol¬ 
lowed  if  for  reasonable  cause  a  corporate 
United  States  shareholder  fails  to  re¬ 


ceive  a  complete  minimum  distribution 
for  a  taxable  year  for  which  it  elects 
the  exclusion  under  section  963.  Section 
1.963-7  provides  transitional  rules  for  the 
application  of  section  963  for  certain 
taxable  years  of  United  States  diare- 
holders  ending  on  or  before  the  90th  day 
after  September  30.  1964. 

(2)  Conditions  for  exclusion  of  suh- 
part  F  income.  To  qualify  for  an  ex¬ 
clusion  under  section  963  for  any  taxable 
year  with  respect  to  the  subpart  F  in¬ 
come  of  a  controlled  for^gn  corporation, 
a  corporate  United  States  shareholder 
must — 

(i)  Elect  such  exclusion  on  or  before 
the  last  day  (including  any  extensions 
of  time  under  section  6081)  prescribed 
by  law  for  filing  its  return  of  the  tax 
Imposed  by  chapter  1  of  the  Code  for 
the  taxable  year; 

(il)  Receive,  if  and  to  the  extent 
necessary,  distributions  of  the  tsrpe  de¬ 
scribed  in  paragraph  (a)  of  S  1.963-3 
sufficient  in  amount  to  constitute  a  mini¬ 
mum  distribution; 

(iii)  Incur,  in  the  case  of  a  chain  or 
group  election,  income  tax  with  respect 
to  such  minimum  distribution  sufficient 
to  satisfy  the  requirements  of  paragraph 
(a)  of  §  1.963-4,  relating  to  the  minimum 
overall  tax  burden;  and 

(iv)  Consent,  on  or  before  such  last 
day  for  making  the  election,  to  the  regu¬ 
lations  under  section  963  applicable  to 
such  taxable  year  and  to  any  am^id- 
ments  thereof  duly  prescribed  before 
such  last  day. 

The  making  of  the  election  under 
section  963  by  filing  the  return  on  or 
before. such  last  day  shall  constitute  the 
consent  to  the  r^ulations  imder  such 
section  prescribed  before  such  last  day. 
For  an  extoision  of  the  time  for  receiv¬ 
ing  a  minimum  distribution  and  making 
the  consent  for  certain  taxable  years 
ending  on  or  before  the  90th  day  after 
Sept«nber  30,  1964,  see  §  1.963-7. 

(3)  Subpart  F  income  excluded.  An 
exclusion  under  section  963  for  a  taxable 
year  of  a  United  States  shareholder  for 
which  the  election  is  made  under  such 
section  shall  apply  only  to  the  subpart  F 
income  for  the  taxable  year  of  the  single 
first-tier  corporation  to  which  the  elec¬ 
tion  applies  or  of  each  controlled  foreign 
corporation  in  the  chain  or  group  to 
which  the  election  applies.  Only  those 
amounts  attributable  to  the  stock  inter¬ 
est  to  which  the  election  relates  may  be 
excluded.  Thus,  in  case  of  a  first-tier 
election  with  respect  to  stock  of  a  con¬ 
trolled  foreign  corporation  owned  di¬ 
rectly  within  the  meaning  of  section 
958(a)(1)(A),  the  corporate  United 
States  shardiolder  may  not  exclude  any 
subpart  F  income  of  such  foreign  corpo¬ 
ration  which  is  includible  in  its  gross 
Income  under  section  951(a)  (1)  (A)  (i) 
by  virtue  of  its  Indirect  ownership  of 
stock  in  such  foreign  corporation  through 
the  operation  of  section  958(a)  (2) .  Sub¬ 
part  F  income  of  a  controlled  foreign 
corporation  whl(di  is  excluded  frcxn  the 
gross  income  a  United  States  share¬ 
holder  by  reason  of  the  receipt  of  a 
minimum  distribution  to  which  section 
963  applies  shall  not  be  considered  to  be 
excluded  under  section  954Cb)  (1)  or  sec¬ 
tion  970(a). 
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(4)  Ajjlliated  group  of  corporations. 
An  affiliated  group  of  domestic  corpora¬ 
tions  which  makes  a  consolidated  return 
under  section  1501  for  the  tascable  year 
shall  be  treated  as  a  single  United  States 
shareholder  for  purposes  of  apphdng  sec¬ 
tion  963  for  such  year  if  the  common  par¬ 
ent  corporation  in  its  return  for  such  af¬ 
filiated  group  makes  any  first-tier  elec¬ 
tion,  chain  election,  or  group  election 
imder  section  963  for  such  affiliated 
group;  in  such  case,  no  member  of  such 
affiliated  group  may  separately  make  any 
first-tier  election,  chain  election,  or 
group  election  under  section  963  for  the 
taxable  year.  If  the  common  parent  of 
such  an  affiliated  group  so  making  a  con- 
soUdated  return  makes  no  first-tier  elec¬ 
tion,  chain  election,  or  group  election  for 
such  affiliated  group,  then  any  member 
may  make  a  first-tier  election,  chain 
election,  or  group  election  to  the  same 
extent  that  it  could  so  elect  if  such  affiili- 
ated  group  had  not  filed  a  consolidated 
return;  in  such  case,  tho  affiliated  group 
will  not  be  treated  as  a  single  United 
States  shareholder. 

(b)  Definitions.  For  purposes  of  sec¬ 
tion  963  and  SS  1.963-1  through  1.963-7 — 

(1)  Controlled  foreign  corporation. 
The  term  “controlled  foreign  corpora- 
tion“  sh^  have  the  meaning  accorded 
to  it  by  section  957  and  the  regulations 
thereunder  but  shall  not  include  any 
foreign  corporation  for  a  taxable  year 
beginning  before  January  1,  1963. 

(2)  Single  first-tier  corporation.  The 
term  “single  first-tier  corporation" 
means  a  controlled  foreign  corporation 
described  in  paragraph  (d)  of  this  sec¬ 
tion  with  res];>ect  to  which  a  first-tier 
election  has  been  made  for  the  taxable 
year. 

(3)  Chain.  The  term  “chain”  means 
collectively  the  foreign  corporations  de¬ 
scribed  in  paragraph  (e)  of  this  section 
with  respect  to  which  a  chain  election 
has  been  made  for  the  taxable  year. 

(4)  Group.  The  term  “group”  means 
collectively  the  foreign  corporations  de¬ 
scribed  in  paragraph  (f)  of  this  section 
with  respect  to  which  a  group  election 
has  been  made  for  the  taxable  year. 

(5)  First-tier  election,  etc.  The  term 
“first-tier  election”  means  an  election 
described  in  paragraph  (c)(l)(i)(a)  of 
this  section;  the  term  “chain  election” 
means  an  election  described  in  paragraph 
(c)(1)  (i)(b)  of  this  section;  and  the 
term  “group  election”  means  an  election 
described  in  paragraph  (c)  (1)  (ii)  of  this 
section. 

(6)  Taxable  year,  (i)  The  term  “tax¬ 
able  year  of  a  single  first-tier  corpora¬ 
tion.”  “taxable  year  of  a  corporation  in 
a  chain,”  or  “taxable  year  of  a  corpora¬ 
tion  in  a  group,”  means,  respectively,  the 
taxable  year  of  such  corporation  ending 
with  or  within  the  taxable  year  of  the 
electing  United  States  shareholder  for 
which  is  made  imder  paragraph  (c)  (1)  of 
this  section  the  election  establishing  it 
as  a  single  first-tier  corporation,  a  cor¬ 
poration  in  a  chain,  or  corporation  in  a 
group,  as  the  case  may  be. 

(ii)  The  term  “taxable  year”  when 
used  in  reference  to  a  chain  or  group 
refers  coUectively  to  the  respective  tax¬ 
able  years  of  the  foreign  corporations  in 
such  chain  or  group  to  which  applies 


the  election  establishing  such  chain  or 
group  status,  such  taxable  year  being, 
in  the  case  of  each  respective  corpor¬ 
ation  in  the  chain  or  group,  such  cor¬ 
poration's  taxable  year  ending  with  or 
within  the  taxable  year  of  the  electing 
United  States  shareholder,  whether  or 
not  such  taxable  year  of  the  corporation 
is  the  same  as  that  of  any  other  foreign 
corporation  in  the  chain  or  group. 

(7)  Foreign  income  tax.  The  term 
“foreign  income  tax”  means  income,  war 
profits,  and  excess  profits  taxes,  and 
taxes  Included  in  the  term  “income,  war 
profits,  and  excess  profits  taxes”  by  rea¬ 
son  of  section  903,  paid  or  accrued  to  a 
foreign  country  or  ,  possession  of  the 
United  States  and  taken  into  account  for 
purposes  of  sections  901  through  905. 
Elxcept  in  determining  the  foreign  tax 
credit  under  section  901,  the -term  shall 
not  include  any  tax  which  is  deemed  paid 
by  a  foreign  corporation  under  section 
902(b). 

(c)  Election  to  exclude  subpart  F  in¬ 
come — (1)  Foreign  corporations  included 
in  election.  A  corporate  United  States 
shareholder  may  for  any  taxable  year 
exercise  the  election  to  secure  an  ex¬ 
clusion  imder  section  963  either — 

(1)  (a)  Separately  with  respect  to  any 
foreign  corporation  which  as  to  such 
shareholder  is  described  in  paragraph 
(d  )  of  this  section,  and/or 

(b)  Separately  with  respect  to  the 
foreign  corporation  or  corporations 
which  as  to  such  shareholder  are  in  a 
series  described  in  paragraph  (e)  of  this 
section,  except  to  the  extent  of  any  in¬ 
terest  (of  such  shareholder  in  any  such 
corporation)  with  respect  to  which  an 
election  has  otherwise  been  made  under 
this  subdivision  (i) ;  or 

(ii)  With  respect  to  all  foreign  corpo¬ 
rations  which  as  to  such  shareholder  are 
described  in  paragraph  (f )  of  this  section. 

(2)  Manner  of  making  election.  An 
election  under  subparagraph  (1)  of  this 
paragraph  to  secure  an  exclusion  under 
section  963  and  the  consent  to  the  regu¬ 
lations  under  such  section  shall  be  made 
for  a  taxable  year  by  filing  with  the 
return  for  such  taxable  year — 

(i)  A  written  statement  stating  that 
such  election  is  made  for  such  taxable 
year, 

(ii)  The  names  of  the  foreign  corpo¬ 
rations  to  which  the  election  applies,  the 
taxable  year,  country  of  incorporation, 
earnings  and  profits  (as  determined 
under  paragraph  (d)  of  §  1.963-2) ,  for¬ 
eign  income  tax  taken  into  account 
under  paragraph  (e)  of  §  1.963-2,  and 
outstanding  capital  stock,  of  each  such 
corporation, 

(iii)  In  case  of  a  group  election,  the 
names  of  all  foreign  corporations  ex¬ 
cluded  from  such  group  under  paragraph 
(f)  (2)  and  (3)  of  this  section  and  iden- 
tifsdng  characterizations  for  all  foreign 
branches  included  in,  and  excluded  from, 
such  group  under  paragraph  (f)  (4)  of 
this  section,  together  with  the  authority 
for  such  exclusion  or  inclusion,  and 

(iv)  Such  other  information  relating 
to  the  election  made  as  the  Commissioner 
may  prescribe  by  instructions  or  sched¬ 
ules  to  support  such  return. 

(3)  Duration  of  election — (!)  Year- 
by-year  requirement.  An  election  under 


subparagraph  (1)  of  this  paragraph  to 
secure  an  exclusion  under  section  963 
may  be  made  for  each  taxable  year  of 
the  United  States  shareholder  but  shall 
be  effective  only  with  respect  to  the  tax¬ 
able  year  for  which  made.  An  election 
made  for  any  taxable  year  shall  be  ir¬ 
revocable  with  respect  to  that  taxable 
year  once  the  period  for  the  making  of 
such  election  has  expired,  except  to  the 
extent  provided  by  subdivision  (ii)  of 
this  subparagraph. 

(ii)  Revocation  or  modification  of 
election  for  reasonable  cause — (a)  Con¬ 
ditions  under  which  allowed.  If,  after 
the  making  of  an  election  under  sub- 
paragraph  (1)  of  this  paragraph,  the 
United  States  shareholder  establishes  to 
the  satisfaction  of  the  Commissioner 
that  reasonable  cause  exists  for  revoca¬ 
tion  or  modification  of  such  election,  it 
may  withdraw  that  election;  change  from 
a  group  election  to  first-tier  elections 
and/or  chain  elections  or  from  a  chain 
election  to  a  first-tier  election;  change 
from  a  first-tier  election  to  a  chain  elec¬ 
tion  or  from  first-tier  elections  and/or 
chain  elections  to  a  group  election;  or, 
in  the  case  of  a  chain  or  group  election, 
alter  the  composition  of  the  chain  or 
group  by  adding  or  eliminating  corpora¬ 
tions.  The  United  States  shareholder 
shall  be  allowed  to  revoke  or  modify  elec¬ 
tions  pursuant  to  this  subdivision  only 
once  for  any  taxable  year  of  such  share¬ 
holder  and  then  only  at  a  time  prior  to 
the  expiration  of  the  period  prescribed 
by  law  for  making  an  assessment  of  the 
tax  imposed  by  chapter  1  of  the  Code 
for  such  taxable  year  and  for  any  sub¬ 
sequent  taxable  year  for  which  the  tax 
liability  of  such  shareholder  would  be 
affected  by  such  revocation  or  modifica¬ 
tion  of  election.  The  Commissioner  may, 
as  a  condition  to  such  revocation  or 
modification  of  the  election,  require  a 
consent  by  the  United  States  shareholder 
under  section  6501  to  extend,  for  the  tax¬ 
able  year  and  such  subsequent  years  af¬ 
fected  by  the  revocation  or  modification, 
the  period  for  the  making  of  assessments, 
and  the  bringing  of  distraint  or  a  pro¬ 
ceeding  in  court  for  collection,  in  respect 
of  a  deficiency  and  all  interest,  addi¬ 
tional  amounts,  and  assessable  penalties. 

(b)  Nature  of  reasonable  cause.  Rea¬ 
sonable  cause  shall  be  deemed  to  exist 
for  the  revocation  or  ii\odiflcation  of  an 
election  only  if,  after  the  making  of  such 
election,  a  material  and  substantial 
change  in  circumstances  affecting  the 
election  occurs  which  reasonably  could 
not  have  been  anticipated  when  the  elec¬ 
tion  was  made  and  which,  to  a  significant 
degree,  was  beyond  the  control  of  the 
electing  United  States  shareholder.  For 
example,  reasonable  cause  would  exist 
if  the  minimum  distribution  were  com¬ 
puted  on  the  basis  of  a  contested  foreign 
income  tax  asserted  by  a  foreign  tax  au¬ 
thority  which,  as  a  consequence  of  litiga¬ 
tion  occurring  after  the  filing  of  the 
United  States  shareholder’s  return,  is  re¬ 
funded,  with  the  result  that  the  United 
States  shareholder  is  not  entitled  under 
the  election  which  was  made  to  an  exclu¬ 
sion  under  section  963. 

(c)  Request  for  revocation  or  modi¬ 
fication.  A  United  States  shareholder 
desiring  to  revoke  or  modify  the  election 
shall  mail  to  the  Commissioner  of  In- 


i^27 


Friday,  September  25,  1964  ^  FEDERAL  REGISTER 


temal  Revenxie,  Attention:  T:R.  Wash¬ 
ington,  D.C.,  20224,  a  letter  requesting 
such  revocation  or  modification;  such 
letter  shall  set  forth  the  information  re¬ 
quired  by  subparagraph  (2)  of  this  para¬ 
graph  with  respect  to  any  new  election 
and  the  facts  and  circumstances  which 
the  shareholder  considers  reasonable 
cause  for  such  revocation  or  modification. 
The  shareholder  shall  also  consent,  if 
required,  to  the  extension  of  assessment 
period  referred  to  in  (o)  of  this  subdivi¬ 
sion  and  shall  furnish  such  other  infor¬ 
mation  as  may  be  required  by  the  Com¬ 
missioner  in  support  of  such  request. 
If  the  Commissioner  is  satisfied  that  rea¬ 
sonable  cause  exists  for  the  revocation  or 
modification,  the  United  States  share¬ 
holder  shall  file  an  amended  return  con¬ 
sistent  with  suiy  new  Election  which  is 
made. 

(d)  Corporations  to  which  a  first-tier 
election  may  apply — (1)  Includible  in¬ 
terest.  A  corporate  United  States  share¬ 
holder  may  make  a  first-tier  election 
for  the  taxable  year  only  with  respect 
to  a  single  controlled  foreign  corpora¬ 
tion  in  which  it  owns  stock  directly  with¬ 
in  the  meaning  of  section  958(a)  (1)  (A) 
and  only  with  respect  to  the  stock  so 
owned.  The  election  must  apply  to  all 
of  the  stock  so  owned  by  such  share¬ 
holder  and  shidl  relate  only  to  the  sub¬ 
part  F  indome  of  such  corporation  which 
would  otherwise  be  required  to  be  in¬ 
cluded  in  gross  income  by  reason  of 
owning  such  stock.  The  shareholder 
may  for  the  same  taxable  year  make  a 
first-tier  election  with  respect  to  one  or 
more  controlled  foreign  corporations  in 
which  it  directly  owns  stock  and  not 
with  respect  to  other  controlled  foreign 
corporations  in.  which  it  directly  owns 
stock. 

(2)  Illustrations.  The  application  of 
this  paragraph  may  be  illustrated  by  the 
following  examples: 


Example  (1).  Domestic  corporation  M 
directly  owns  all  the  one  class  of  stock  In 
each  of  the  controlled  foreign  corporations 

A,  B,  and  C.  Corporation  M  may  make  a 
first-tier  election  for  a  taxable  year  with 
respect  to  any  one  of  corporations  A,  B, 
and  C;  with  respect  to  corporations  A  and 

B,  respectively;  with  respect  to  c(»poratlons 
A  and  C,  respectively;  with  respect  to  cor¬ 
porations  B  and  C,  respectively;  or  with 
respect  to  corporations  A,  B,  and  C,  re¬ 
spectively. 

Example  (2).  Domestic  corporation  M 
directly  owns  all  the  one  class  of  stock  of 
controlled  fOTelgn  corporation  A  and  20  per¬ 
cent  of  the  one  class  of  stock  of  controlled 
foreign  corporation  B,  Corporation  A  di¬ 
rectly  owns  80  percent  of  the  stock  of  B 
Corporation.  All  such  corporations  use  the 
ralendar  year  as  the  taxable  year.  For  1964, 
M  Corporation  makes  a  flrst-tler  election 
with  respect  to  corporations  A  and  B,  re¬ 
spectively,  and  receives  a  minitmim  distrl- 
hution  from  each.  An  exclusion  under  sec¬ 
tion  963  for  1964  wUl  be  aUowed  for  all 
of  A  Corporation’s  subpart  P  InccHue  for 
wch  year  but  only  for  the  amount  of  B 
t/orporatlon’s  subpart  P  Income  which  M 
wrporation  would  (without  regard  to  sec- 
won  963)  be  reqxilred  to  Include  In  gross 
mcome  for  such  year  under  section 
.  i'^ni)  (A)  (1)  by  reason  of  directly  own- 

g  20  percent  of  the  stock  of  B  Corporation. 

^  exclude  any  amoimt 

would  be  required  (without  regard 
,  963)  to  Include  In  gross  Income 

™aer  section  961(a)  (1)  (A)  (1)  for  such 


year  with  respect  to  the  subpart  F  income 
of  B  Corporation  by  reason  of  its  Indirect 
ownership  (through  the  operation  of  section 
968(a)(2))  of  80  percent  of  the  stock  of 
B  Corporation,  unless  M  Oorpcsratlon  sepa¬ 
rately  elects  such  exclusion  and  receives  a 
minimum  distribution  with  respect  to  such 
Interest.  See  paragraph  (e)  of  this  section 
relating  to  chain  elections. 

(e)  Corporations  to  which  a  chain 
election  may  apply — (1)  Includible  in¬ 
terests.  A  corporate  United  States 
shareholder  may  make  a  chain  election 
(or  the  taxable  year  wiUi  respect  to  one 
or  more  controlled  foreign  corpora¬ 
tions  in  any  series  which  includes  only 
one  foreign  corporation  described  in  sub¬ 
division  (i) ,  any  one  or  more  controlled 
foreign  corporations  described  in  sub¬ 
division  (ii) ,  and  all  foreign  corporations 
described  in  subdivision  (iii),  of  this 
subparagraph: 

(1)  A  foreign  corporation,  whether  or 
not  a  controlled  foreign  corporation,  to 
the  extent  of  stock  owned  by  such  share¬ 
holder — 

(a)  Directly  (within  the  meaning  of 
section  958(a)  (1)  (A) )  in  such  corpora¬ 
tion,  or 

(b)  Indirectly  (through  the  operation 
of  section  958(a)  (2) )  by  virtue  of  the 
direct  ownership  (within  the  meaning 
of  section  958(a)(1)(A))  of  stock  in 
such  corporation  by  a  foreign  trust, 
foreign  estate,  or  foreign  partnership, 
in  which  such  shareholder  is  a  benefi¬ 
ciary  or  partner; 

(ii)  To  the  extent  that  such  share¬ 
holder  so  elects,  any  controlled  foreign 
corporation  to  the  extent  that,  by  reason 
of  its  ownership  of  stock  described  in 
subdivision  (i)  of  this  subparagraph, 
such  shareholder  indirectly  owns  within 
the  meanhig  of  section  958(a)  (2)  stock 
in  such  controlled  foreign  corporation; 
and 

(iii)  All  foreign  corporations,  whether 
or  not  controlled  foreign  corporations, 
by  reason  (and  to  the  extent)  of  owner¬ 
ship  of  stock  in  which  such  shareholder 
indirectly  owns  within  the  meaning  of 
section  958(a)  (2)  stock  in  a  controlled 
foreign  corporation  included  in  the  se¬ 
ries  by  reason  of  subdivision  (ii)  of  this 
subparagraph. 

Notwithstanding  the  preceding  sentence, 
a  corporate  United  States  shareholder 
may  make  a  chain  election  for  the  tax¬ 
able  year  with  respect  to  a  single  foreign 
corporation,  but  only  if  such  foreign 
corporation  is  a  controlled  foreign  cor¬ 
poration  described  in  subdivision  (i)  (b) 
of  this  subparagraph.  The  shareholder 
may-' for  the  sameiaxable  year  make  a 
chain  election  with  respect  to  one  or 
more  series,  and  not  \^th  respect  to 
other  series,  to  which  this  subparagraph 
applies. 

(2)  Illustrations.  The  application  of 
this  paragraph  may  be  illustrated  by  the 
following  examples: 

Example  (1).  Domestic  corporation  M  di¬ 
rectly  owns  all  the  one  class  of  stock  of  con¬ 
trolled  foreign  corporation  A,  which  in  turn 
directly  owns  80  percent  of  the  one  class  of 
stock  of  controlled  foreign  corporation  B. 
Ccnporatlon  M  may  make  a  chain  election 
with  respect  to  cca^ratlons  A  and  B. 

Example  (2) .  pomestlc  corporation  M  di¬ 
rectly  owns  all  the  one  class  of  stock  of  con¬ 
trolled  foreign  corporation  A,  which  in  turn 


directly  owns  80  percent  of  the  one  class  of 
stock  of  controUed  foreign  corporation  B, 
which  in  turn  directly  owns  all  the  one  class 
of  stock  of  controlled  foreign  corporation  C. 
Corpi^ation  M  also  directly  owns  20  percent 
dr  tile  stock  of  B  Corporation.  Corporation 
M  may  make  a  chain  election  either  with 
respect  to  corporations  A  and  B  or  with  re¬ 
spect  to  corporations  A.  B,  and  C.  In  either 
case  corporations  B  and  C  can  be  Included 
In  the  chain  only  to  the  extent  of  M  Corpo¬ 
rations  Indirect  80-percent  stock  Interest  In 
such  corporations  by  reason  of  Its  direct 
ownership  of  100  percent  of  the  stock  of  A 
Corporation.  Corporation  M  may  also  make 
a  chain  election  with  respect  to  corporations 
B  and  C,  in  which  case  the  chain  would  in¬ 
clude  corporations  B  and  C  to  the  extent  of 
the  20-percent  stock  Interest  which  M  Cor¬ 
poration  owns  directly  In  B  Corporation,  and 
Indirectly  owns  In  C  Corporation  by  reason 
of  Its  direct  ownership  of  such  stock  Interest 
In  B  Corporation. 

Example  (3).  Domestic  corporation  M  di¬ 
rectly  owns  all  the  one  class  of  stock  of  con¬ 
trolled  foreign  corporation  A,  which  In  tmn 
directly  owns  all  the  one  class  of  stock  of 
controlled  foreign  corporations  B  and  C. 
Corporation  M  may  make  a  chain  election 
either  with  respect  to  corporations  A,  B,  and 
C;  or  with  respect  to  corporations  A  and  B; 
or  with  respect  to  corporations  A  and  C. 

Example  (4).  Domestic  corporation  M  di¬ 
rectly  owns  all  the  one  class  of  stock  of  con¬ 
trolled  foreign  corporation  A  and  40  percent 
of  the  one  class  of  stock  of  foreign  corpora¬ 
tion  B,  not  a  controlled  foreign  corporation. 
Corporation  A  directly  owns  30  percent  of 
the  one  class  of  stock  of  controlled  foreign 
corporation  C,  and  B  Corporation  directly 
owns  the  remaining  70  percent  of  the  stock 
of  C  Corporation.  Corporation  M  may  make 
a  chain  election  with  respect  to  corporations 
A  and  C,  but  In  such  case  C  Corporation  can 
be  Included  in  the  chain  only  to  the  extent  of 
M  Corporation’s  indirect  30-percent  stock  In¬ 
terest  in  such  cori>oration  by  reason  of  its  di¬ 
rect  ownership  of  100  percent  of  the  stock  of 
A  Corporation.  Corporation  M  may  Instead 
make  a  chain  election  vrlth  respect  to  corpo¬ 
rations  B  and  C,  but  In  such  case  C  Corpora¬ 
tion  can  be  Included  In  the  chain  only  to  the 
extent  of  M  Corporation’s  Indirect  28-percent 
stock  Interest  In  such  corporation  by  reason 
of  Its  direct  ownership  of  40  percent  of  the 
stock  of  B  Corporation.  In  the  latter  case, 
B  Corporation  must  be  Included  In  the  chain 
even  though  It  Is  not  a  controUed  foreign 
corporation.  Corporation  M  may  also  make 
two  chain  elections,  one  with  respect  to 
corporations  A  and  C.  and  the  other  with 
respect  to  corporations  B  and  C,  as  described 
above. 

Example  (5).  Domestic  corporation  M  di¬ 
rectly  owns  aU  the  one  class  of  stock  of  con¬ 
trolled  foreign  corporation  A.  which  In  tmn 
directly  owns  aU  the  one  class  of  stock  of 
controlled  foreign  corporation  B  and  40  per¬ 
cent  of  the  one  class  of  stock  of  foreign 
corporation  C,  not  a  controUed  foreign  corpo¬ 
ration.  Corporation  M  may  make  a  chain 
election  with  respect  to  corporations  A  and 
B.  Corporation  C  may  not  be  Included  In 
the  chain  since  M  Corporation  does  not.  by 
reason  of  Its  Indirect  ownership  of  stock  in 
C  Corporation,  own  stock  In  any  controUed 
foreign  corporation. 

Example  (6).  Domestic  corporation  M 
directly  owns  a  60-percent  partnership  inter¬ 
est  In  foreign  partnership  D  and  by  reason 
of  such  Interest  owns  Indirectly,  within  the 
meaning  of  section  968(a)  (2),  60  percent  of 
the  one  class  of  stock  of  controUed  foreign 
corporation  E  (aU  of  tije  stock  of  which  is 
directly  owned  by  D  Partnership)  and  60 
percent  of  the  one  class  of  stock  of  controUed 
foreign  corporation  F  (aU  the  stock  of 'which 
is  also  directly  owned  by  D  Partnership). 
By  virtue  of  Its  direct  Interest  In  D  Partner¬ 
ship,  M  Corporation  may  make  a  chain  elec¬ 
tion  with  respect  to  E  Corporation  alone  ot 
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with  respect  to  F  Corporation  alone.  Cor¬ 
poration  M  may  also  make  two  tfhain  eleo- 
tlons,  one  with  respect  to  ■  Corporation, 
the  other  with  req>eet  to  F  Corporation. 

(f)  Corporations  to  which  a  group 
election  may  apply — (1)  Includible  in¬ 
terests.  A  corporate  United  States 
shareholder  may  make  a  group  election 
for  the  taxable  year  with  respect  to  a 
group  of  foreign  corporations  which  in¬ 
cludes,  except  as  provided  in  subpara¬ 
graphs  (2)  and  (3)  of  this  paragraph, 
all  of  the  following  corporations: 

(i)  All  controlled  foreign  corporations 
in  which  such  shareholder  owns  stock 
either  directly  within  the  meaning  of 
section  958(a)  (1)  (A)  or  indirectly  with¬ 
in  the  meaning  of  section  958(a)  (2) ,  and 

(ii)  All  foreign  corporations,  whether 
or  not  controlled  foreign  corporaticms,  by 
reason  (and  to  the  extent)  of  ovmershlp 
of  stock  in  which  such  shareholder  indi¬ 
rectly  owns  within  the  meaning  of  sec¬ 
tion  958(a)  (2)  stock  in  a  controlled 
foreign  corporation  described  in  sub-, 
division  (i)  of  this  subparagraph. 

A  first-tier  election  or  chain  election 
may  not  be  made  for  any  taxable  year 
with  respect  to  any  foreign  corporation 
which  for  such  taxable  year  has  been 
excluded  under  subparagraph  (2)  or  (3) 
of  this  paragraph  from  a  group  with 
respect  to  which  a  group  election  has 
been  made  for  such  year.  The  applica¬ 
tion  of  this  subparagraph  may  be  illus¬ 
trated  by  the  following  examples: 

Example  (I).  Domestic  corporation  M 
directly  owns  aU  the  one  class  ot  stock  of 
controUed  foreign  corporations  A  and  B  and 
is  a  United  States  shareholder  with  respect 
to  no  other  foreign  corporation.  M  Cor¬ 
poration  may  make  a  group  election  with 
respect  to  corporations  A  and  B. 

Example  (2).  Domestic  corporation  M 
directly  owns  aU  the  one  class  of  stock  of 
controUed  foreign  corporations  A  and  B,  and 
B  Corporation  directly  owns  80  percent  of 
the  one  class  of  stock  of  controUed  foreign 
corporation  C.  Corporation  M  is  a  United 
States  shareholder  only  with  respect  to  cor¬ 
porations  A.  B.  and  C.  If  II  Corporation 
makes  a  group  election,  it  m\ist  make  the 
election  with  respect  to  corporations  A.  B, 
and  C. 

ExampiU  (3).  Domestic  corporation  M 
directly  owns  all  the  one  class  of  stock  of 
controUed  foreign  corporations  A  and  B. 
Corporation  A  directly  owns  70  percent  of 
the  one  class  of  stock  of  controUed  foreign 
corporaticm  C.  Corporation  B  directly  owns 
40  percent  of  the  one  class  of  stock  of 
foreign  corporation  D.  not  a  controUed 
foreign  corporation,  and  D  Corporation  di¬ 
rectly  owns  30  percent  of  the  stock  of  C 
Corporation.  Corporation  M  is  a  United 
States  shareholder  with  respect  to  no  other 
foreign  corporation.  If  M  Corporation  makes 
a  group  election,  it  must  make  the  election 
with  respect  to  corporations  A.  B.  C.  and  D. 
Corporation  D  must  be  included  in  the  group 
even  though  it  is  not  a  controUed  foreign 
corporation. 

(2)  Less  developed  country  corpora¬ 
tions.  If  the  United  States  shareholder 
so  elects,  it  may  for  any  taxable  year 
exclude  from  a  group  for  purposes  of  a 
group  election  every  controlled  foreign 
corporation  which  is  a  less  developed 
country  corporation  as  defined  in  section 
955(c)  and  S  1.955-5  for  the  taxable 
year  of  such  foreign  corporation  ending 
with  or  within  such  taxable  yetu:  of  the 
shareholder  but  only  if,  by  reason  of 


ownership  of  stock  in  such  foreign  cor¬ 
poration,  the  shareholder  does  not  in¬ 
directly  own  within  the  meaning  of  sec¬ 
tion  958(a)(2)  sto^  in  any  other  am- 
trolM  foreign  corporation  which  is  not 
a  less  developed  country  corporation  for 
its  taxable  year  ending  with  or  within 
such  taxable  year  of  the  shareholder. 
The  electicm  under  this  subparagraph 
to  exclude  a  less  developed  country  cor¬ 
poration  is  required  to  be  made  with 
respect  to  all  less  developed  country 
corporations  of  which  the  electing  share¬ 
holder  is  a  United  States  shareholder 
and  which,  under  the  preceding  sentence, 
are  eligible  to  be  excluded. 

Example.  Domestic  corporation  M  directly 
owns  aU  the  one  class  of  stock  ot  controUed 
foreign  corporations  A  and  B,  not  less  de¬ 
veloped  country  corporations.  Corporation 
A  directly  owns  all  the  one  class  of  stock  of 
controUed  foreign  corporation  C,  B  Corpo¬ 
ration  directly  owns  aU  the  one  class  of  stock 
of  controUed  foreign  corporation  D,  and  D 
Corporation  directly  owns  all  the  one  class 
of  stock  of  controUed  foreign  corporation  E. 
Corporations  C,  D.  and  E  are  less  developed 
country  corporations  under  section  955(c). 
Corporation  M  may  make  a  group  election 
with  respect  to  corporations  A,  B,  C,  D,  and 
E;  it  may  also  exclude  the  less  developed 
covmtry  corporations  and  make  a  group 
election  with  respect  to  corpcnations  A  and 
B  only.  If  E  Corporation  were  not  a  less 
developed  country  corporation,  however, 
neither  D  (Torpwation  nor  E  Corpwation 
could  be  excluded  since,  by  reason  of  owner¬ 
ship  of  stock  in  D  Corporation.  M  Oorpo- 
raticm  would  Indirectly  own  stock  in  E  Cor¬ 
poration,  a  contoolled  foreign  corporation 
which  is  not  a  less  developed  coimtry  corpo¬ 
ration. 

(3)  Foreign  corporations  with  blocked 
foreign  income.  If  the  United  States 
shareholder  so  elects,  it  may  for  any  tax¬ 
able  year  exclude  from  a  group  for  pur¬ 
poses  of  a  group  election  any  foreign  cor¬ 
poration  with  respect  to  which  it  is 
established  to  the  satisfaction  of  the 
Commissioner  that  an  amount  of  earn¬ 
ings  and  prbfits  of  such  corporation 
sufficient  to  constitute  its  share  of  a  pro 
rata  minimum  distribution  (as  defined  in 
paragraph  (a)  (2)  (i)  of  §  1.963-4)  by  the 
group  cannot  be  distributed  to  such 
United  States  shareholder  because  of  cur¬ 
rency  or  other  restrictions  or  limitations 
imposed  imder  the  laws  of  any  foreign 
country.  If,  by  reason  of  ownership  of 
stock  in  a  foreign  corporation  which  is 
excluded  from  the  group  under  the  pre¬ 
ceding  sentence,  a  United  States  share¬ 
holder  owns  stock  in  another  foreign  cor¬ 
poration  an  amount  of  whose  earnings 
and  profits  sufficient  to  constitute  its 
share  of  a  pro  rata  minimum  distribu¬ 
tion  by  the  group  cannot  be  distributed 
to  such  United  States  shareholder 
through  such  excluded  foreign  corpora¬ 
tion  because  of  currency  or  other  re¬ 
strictions  or  limitations  imposed  imder 
the  laws  of  any  foreign  country,  such 
other  foreign  corporation  must  also  be 
excluded  from  the  group  for  purposes  of 
the  group  election.  For  purposes  of  this 
subparagraph,  the  determination  as  to 
whether  eaniings  and  profits  cannot  be 
distributed  because  of  currency  or  other 
restrictions  or  limitations  imposed  under 
the  laws  of  a  foreign  country  shall  be 
made  in  accordance  with  the  regulations 
under  section  964(b),  except  that  such 


restrictions  or  limitations  shall  be  con¬ 
sidered  to  exist  notwithstanding  tl^t  dis- 
tiributions  are  made  by  the  foreign  cor¬ 
poration  in  a  foreign  currency  if,  assum¬ 
ing  the  distributee  to  be  the  United  States 
shareholder,  the  distributed  amounts 
would  be  excludable  from  the  distrib¬ 
utee's  gross  income  for  the  taxable  year 
of  receipt  under  a  method  of  accounting 
in  which  the  reporting  of  blocked  f  orei^ 
/income  is  deferred  until  the  income 
ceases  to  be  blocked. 

(4)  Treatment  of  foreign  branches  of 
domestic  corporation  as  foreign  subsidi¬ 
ary  corporations — (i)  In  general.  If  the 
United  States  shareholder  so  elects,  all 
branches  (other  than  a  branch  excluded 
under  subdivision  (iii)  of  this  subpara¬ 
graph)  maintained  by  such  shareholder 
in  foreign  countries  and  possessions  of 
the  United  States  shall  be  treated,  for 
purposes  of  appl3dng  subparagraph  (1) 
of  this  paragraph,  as  wholly  owned  for¬ 
eign  subsidiary  corporations  of  such 
shareholder  organized  under  the  laws 
of  such  respective  foreign  countries  or 
possessions  of  the  United  States.  Each 
branch  treated  as  such  a  foreign  sub¬ 
sidiary  corporation  shall  be  included  in 
the  group  by  the  United  States  share¬ 
holder  making  the  group  election  and 
shall  be  regarded,  for  purposes  of  sec¬ 
tion  963,  as  having  distributed  to  such 
shareholder  all  of  its  earnings  and  prof¬ 
its,  or  deficit  in  earnings  and  profits,  for 
the  taxable  year,  irrespective  of  the  stat¬ 
utory  percentage  applied  for  the  taxable 
year  imder  paragraph  (b)  of  §  1.963-2. 
As  used  in  this  subparagraph,  the  term 
"branch"  shall  mean  a  permanent  or¬ 
ganization  maintained  in  a  foreign  coun¬ 
try  or  a  possession  of  the  United  States 
to  engage  in  the  active  conduct  of  a 
trade  or  business.  Whether  a  permanent 
organization  is  maintained  in  a  foreign 
country  or  possession  of  the  United 
States  shall  depend  upon  the  facts  and 
circumstances  of  the  particular  case.  As 
a  general  rule,  a  permanent  organization 
shall  be  considered  to  be  maintained  in 
such  country  or  possession  if  the  United 
States  shareholder  maintains  therein  a 
significant  work  force  or  significant 
manufacturing,  mining,  warehousing, 
sales,  office,  or  similar  business  facilities 
of  a  fixed  or  permanent  nature.  If  a 
United  States  ^areholder  so  operates 
that  it  satisfies  the  branch  test  with  re¬ 
spect  to  each  of  several  foreign  countries 
or  possessions,  each  such  branch  shall  be 
treated  as  a  separate  wholly  owned  for¬ 
eign  subsidiary  corporation  organized 
under  the  laws  of  such  country  or  pos¬ 
session  in  respect  of  which  it  satisfies 
such  test.  In  no  event  shall  a  branch 
which  is  treated  as  a  wholly  owned  for¬ 
eign  subsidiary  corporation  under  this 
subparagraph  be  also  treated  as  a  less 
developed  country  corporation.  The 
term  ‘‘possession  of  the  United  States,” 
as  used  in  this  subparagraph,  shall  be 
construed  to  have  the  same  meaning  as 
that  contained  in  paragraph  (b)  (2)  of 
S  1.957-3.  , 

(ii)  Earnings  and  profits  and  taxes  ot 
a  foreign  branch.  The  earnings  and 
profits  (or  deficit  in  earnings  and 
profits)  for  a  taxable  year  of  a  branch 
treated  as  a  wholly  owned  forei^ 
siffisidiary  corporation  under  this  sub- 
paragraph  shall  be  determined  by  apply- 
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jng  against  the  gross  income  (as  defined 
in  section  61)  of  the  branch  its  allow¬ 
able  deductions  other  than  any  net 
operating  loss  deduction.  Any  excess  of 
gross  income  over  such  deductions  shall 
cwjstitute  earnings  and  profits.  Any  ex¬ 
cess  of  such  deductions  over  gross  income 
shall  constitute  a  deficit  in  earnings  and 
profits.  For  purposes  of  this  sub- 
paragraph,  the  gross  income  of  a  branch 
is  that  which  is  produced  by  the  trade 
or  business  activities  separately  con¬ 
ducted  by  it  outside  the  United  States 
and  which  is  derived  from  sources  with¬ 
out  the  United  States  under  the  pro¬ 
visions  of  sections  861  through  864  and 
the  regulations  thereimder;  the  allow¬ 
able  deductions  of  a  branch  are  those 
wldch  are  pr<«)erly  allocable  to  or 
chargeable  against  its  gi^oss  income  and 
^ch  are  allowable  imder  chapter  1  of 
the  <3ode  to  the  corporation  of  which 
it  is  a  branch.  Only  the  foreign  in¬ 
come  tax  allocable  to  the  gross  income 
of  the  branch  shall  be  considered  paid 
or  accrued  by  such  branch.  Solely  for 
the  purpose  of  determining  imder  para¬ 
graph  (c)  (2)  of  S  1.963-2  the  effective 
forel^  tax  rate  of  a  group  which  in¬ 
cludes  a  branch  treated  as  a  wholly 
owned  foreign  subsidisuy  corporation, 
the  foreign  income  tax  considered  paid 
or  accrued  by  the  branch  shall  be  treated 
as  an  allowable  deduction  of  such  branch 
even  though  the  United  States  share¬ 
holder  chooses  to  take  the  benefits  of 
section  901  for  the  taxable  year. 

(iii)  Excluded  branches.  For  pur¬ 
poses  of  subdivision  (i)  of  this  subpara¬ 
graph,  a  branch  maintained  by  the 
United  States  shareholder  in  a  possession 
of  the  United  States  shall  not  be  treated 
as  a  wholly  owned  foreign  subsidiary 
corporation  of  the  United  States  share¬ 
holder  for  the  taxable  year  unless  such 
branch  would  be  a  controlled  foreign  cor¬ 
poration  (as  defined  in  section  957  and 
the  regulations  thereunder)  for  such 
taxable  year  if  it  were  incorporated  under 
the  laws  of  such  possession  and  unless 
the  gross  income  of  such  shareholder  for 
such  taxable  year  includes  for  purposes 
of  the  tax  imposed  by  chapter  1  of  the 
Code  the  income,  if  any,  derived  by  such 
shareholder  from  sources  within  posses¬ 
sions  of  the  United  States,  as  determined 
under  the  provisions  of  sections  861 
through  864  and  the  regulations  there¬ 
under. 

(iv)  Illustrations.  The  application  of 
this  subparagraph  may  be  illustrated  by 
the  following  examples: 

Example  {!).  Throughout  1964,  domestic 
corporation  M  directly  owns  all  of  the  one 
claw  of  stock  of  controlled  foreign  corpora¬ 
tions  A  and  B.  All  corporations  vise  the 
calendar  year  as  the  taxable  year.  During 
1964,  M  Corporation  engages  In  foreign  coun¬ 
try  X  In  the  manufacture  and  sale  of  steel 
tubing  and  rods,  maintaining  therein  a  sig¬ 
nificant  work  force  and  significant  manu¬ 
facturing  and  sales  faculties  fw  such  pur- 
Pcce.  Corporation  M  also  engages  In  foreign 
country  T  In  the  mining  and  sale  of  Iron  ore, 
maintaining  therein  a  significant  work  force 
^  substantial  mining  and  sales  faculties 
for  such  pvirpose.  For  1964,  M  Ckupraration 
may  make  a  group  election  with  respect  to 
®wp<watlonB  A  and  B  and  the  branches  <^- 
crated  in  country  X  and  coimtry  Y,  treating 
I  *uch  branches  as  wholly  owned  foreign  sub- 
“‘hary  corporations.  If  corporation  M  elects 
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to  Include  one  such  branch  In  the  group  elec¬ 
tion,  It  must  Include  both. 

Example  (2).  Throughout  1964,  domes¬ 
tic  corporation  M  directly  owns  aU  the  one 
class  of  stock  of  controlled  foreign  corpora¬ 
tions  A  and  B.  All  corporations  use  the 
calendar  year  as  the  taxable  year.  During 
1964,  M  Corporation  exports  tractors  to  for¬ 
eign  country  Z,  In  which  country  Its  sole 
activities  consist  of  arranging  for  title  to  the 
tractors  to  pass  to  the  purchasers  In  that 
country.  Corporation  M’s  only  faculty  in 
country  Z  in  1964  is  a  small  rented  office, 
and  Its  work  force  therein  consists  only  of 
a  few  clerical  employees.  The  activities  of 
M  Corporation  In  country  Z  do  not  con¬ 
stitute  the  maintenance  of  a  branch  there¬ 
in  for  purposes  of  this  subparagraph.  Cor¬ 
poration  M  may  make  a  group  election  only 
with  respect  to  corporations  A  and  B. 

§  1.963—2  Determination  of  the  amount 
of  the  minimum  distribution. 

(a)  Application  of  statutory  percent¬ 
age  to  earnings  and  profits.  The  amount 
of  the  minimum  distribution  required  to 
be  received  by  a  United  States  share¬ 
holder  with  respect  to  stock  to  which 
the  election  under  paragraph  (c)  of 
§  1.963-1  applies  for  the  taxable  year  in 
order  to  qualify  for  a  section  963  exclu¬ 
sion  for  such  year  shall  be  the  amount, 
if  any,  determined  by  the  multiplication 
of  the  statutory  percentage  applicable 
for  the  taxable  year  by — 

(1)  In  the  case  of  a  first-tier  election, 
such  shareholder's  proportionate  share 
(as  determined  under  paragraph  (d)  (2) 
of  this  section)  of  the  earnings  and  prof¬ 
its  for  the  taxable  year  of  the  single 
first-tier  corporation  to  which  the  elec¬ 
tion  relates, 

(2)  In  the  case  of  a  chain  election,  the 
consolidated  earnings  and  profits  (as 
determined  under  paragrai^  (d)  (3)  of 
this  section)  with  respect  to  such  share¬ 
holder  for  the  taxable  year  of  the  chain 
to  which  the  election  relates,  or 

(3)  In  the  case  of  a  group  election,  the 
consolidated  earnings  and  profits  (as 
determined  under  paragraph  (d)  (3)  of 
this  section)  with  respect  to  such  share¬ 
holder  for  the  taxable  year  of  the  group 
to  which  the  election  relates. 

For  the  requirement  that  the  overaU 
United  Stat^  and  foreign  income  tax 
incurred  in  respect  of  a  mlnlmuTn  distri¬ 
bution  from  a  chain  or  group  must  equal 
or  exceed  either  90  percent  of  the  United 
States  corporate  tax  rate  applied  against 
pretax  and  predistribution  consolidated 
earnings  and  profits  or.  with  the  appli- 
csitlon  of  the  special  rules  set  forth  there¬ 
in,  must  equal  or  exceed  the  overall 
United  States  and  foreign  income  tax 
which  would  have  resulted  from  a  pro 
rata  minimum  distribution,  see  para¬ 
graph  (a)  (l)>of  §  1.963-4. 

(b)  Statutory  percentage.  The  statu¬ 
tory  percentage  (referred  to  in  paragraph 

(a)  of  this  section)  for  the  taxable  year 
shall  be  determined  by  applsdng  the  ef¬ 
fective  foreign  tax  rate  (as  defined  in 
paragraph  (c)  of  this  section)  for  such 
year  with  respect  to  the  single  first-tier 
corporation,  chain,  or  group,  as  the  case 
may  be,  against — 

(1)  The  table  set  forth  in  section  963 

(b)  (1)  in  the  case  of  an  election  to 
secure  an  exclusion  under  section  963 
for  a  taxable  year  of  the  United  States 
shareholder  beginning  in  1963. 


(2)  The  table  set  forth  in  section  963 
(b)  (2)  in  the  case  of  an  election  to  se¬ 
cure  an  exclusion  under  section  963  for 
a  taxable  year  of  the  United  States 
shareholder  beginning  in  1964,  or 

(3)  The  table  set  forth  in  section  963 
(b)  (3)  in  the  case  of  an  election  to  se¬ 
cure  an  exclusion  under  section  963  for  a 
taxable  year  of  the  United  States  share¬ 
holder  beginning  after  December  31, 
1964. 

Example.  Domestic  corporation  M  owns 
aU  the  one  class  of  stock  In  controlled  for¬ 
eign  corporation  A.  Corporation  M  uses  the 
calendar  year  as  the  taxable  year,  and  A  Cor¬ 
poration  uses  a  fiscal  year  ending  August  31. 
For  1964,  M  Corporation  makes  a  first-tier 
election  in  order  to  exclude  from  gross  In¬ 
come  for  such  year  the  subpart  F  Income  of 
A  Corporation  for  Its  taxable  year  ending 
on  August  31,  1964.  Although  such  electloq 
applies  to  the  taxable  year  of  A  Corporation 
beginning  on  September  1.  1963,  the  appli¬ 
cable  table,  for  pvirposes  of  determining  the 
statutory  percentages  to  be  used  vmder  para¬ 
graph  (a)  of  this  section  for  the  taxable  year. 
Is  that  set  forth  In  section  963(b)  (2),  which 
relates  to  taxable  years  of  United  States 
shareholders  begiimlng  In  1964.  Thus,  If 
for  the  taxable  year  of  A  corporation  ending 
August  31,  1964,  the  effective  foreign  tax 
rate  Is  30  percent,  A  Corporation  would  have 
to  distribute  72  percent  of  Its  earnings  and 
profits  for  such  year  In  order  for  M  Corpora¬ 
tion  to  be  entitled  to  an  exclusion  vmder 
section  963  for  1964. 

(c)  Effective  foreign  tax  rate — (1) 
Single  first-tier  corporation.  For  pur¬ 
poses  of  section  963  the  term  “effective 
fore^  tax  rate”  for  a  taxable  year 
means,  with  respect  to  a  single  first-tier 
corporation,  the  percentage  which — 

(1)  The  United  States  shareholder’s 
proportionate  share  (as  determined 
under  paragraph  (e)  (1)  of  this  section) 
of  the  foreign  income  tax  of  such  corpo¬ 
ration  for  such  taxable  year  is  of — 

(ii)  The  sum  of — 

(a)  The  United  States  shareholder’s 
proportionate  share  (as  determined  un¬ 
der  paragraph  (d)  (2)  of  this  section)  of 
the  earnings  and  profits  of  such  corpo¬ 
ration  for  such  taxable  year,  and 

(b)  The  amount  referred  to  in  sub¬ 
division  (i)  of  this  subparagraph. 

(2)  Chain  or  group  of  corporations. 
For  purposes  of  section  963,  the  term 
“effective  foreign  tax  rate”  for  a  taxable 
year  means,  with  respect  to  a  chain  or 
group,  the  percentage  which — 

(i)  The  consolidated  foreign  income 
taxes  (as  determined  imder  paragraph 
(e)  (2)  of  this  section)  of  such  chain  or 
group  with  respect  to  the  United  States 
shareholder  for  such  taxable  year  is  of — 

(ii)  The  sum  of — 

(a)  The  consolidated  earnings  and 
profits  (as  determined  under  paragraph 

(d)  (3)  of  this  section)  of  such  chain  or 
group  with  respect  to  such  United  States 
shareholder  for  such  taxable  year,  and 

(b)  The  amount  referred  to  in  sub¬ 
division  (i)  of  this  subparagraph. 

(3)  Treatment  of  United  States  tax  as 
foreign  tax.  For  the  purpose  solely  of 
determining  the  effective  foreign  tax  rate 
under  this  paragnmb.  if  a  foreign  corpo¬ 
ration  has  pretax  earnings  and  profits 
attributable  to  income  from  sources  with¬ 
in  the  United  States  for  the  taxable  year 
upon  which  it  pays  United  States  in- 
cvMne  tax  and  if  distributimis  from  the 
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■uch  caae,  $800  (0.06x8100x60)  of  earnings 
And  profits  would  be  taken  into  account 
frtth  respect  to  the  inreferred  stock  and  8640 
(11,000—8860),  with  respect  to  the  common 
•tock.  Thus,  if  a  United  States  shareholdw 
owns  10  shares  of  common  stock  and  80 
gbares  of  preferred  stock  tor  1064,  its  pro¬ 
portionate  share  of  the  earnings  and  profits 
for  such  year  is  8840  ([10/40X86401  + 
[80/00X  8860]). 

(ii)  Deficit  in  earnings  and  profits  of 
a  corporation  in  a  chain  or  group.  A 
United  States  shareholder’s  proportion¬ 
ate  share,  with  respect  to  stock  to  which 
the  election  to  secure  an  exclusion  under 
section  963  relates,  of  a  deficit  in  earn¬ 
ings  and  profits  of  a  foreign  corporation 
in  a  chain  or  group  for  a  taxable  year 
shall  be  the  portion  of  such  deficit  which, 
if  such  corporation  hftd  earnings  and 
profits  for  such  year  as  determined  under 
subparagraph  (1)  of  this  paragraph  and 
all  of  such  earnings  and  profits  were 
distributed  on  the  date  described  in  sub¬ 
division  (i>  (a)  of  this  subparagraph,  the 
share  of  such  earnings  and  profits  such 
shareholder  would  receive  bears  to  the 
total  of  the  earnings  and  profits  which 
would  be  so  distributed  on  such  date. 
For  the  determination  of  the  deficit  of 
a  foreign  branch  treated  as  a  wholly 
owned  foreign  subsidiary  corporation 
and  included  in  a  group,  see  paragraph 
(f)  (4)  (ii)  of  §  1.963-1.  A  United  States 
shareholder’s  proportionate  share  of  the 
deficit  of  such  a  branch  shall  be  the  total 
deficit  of  such  branch  for  the  taxable 
year. 

(iii)  Controlled  foreign  corporation 
for  part  of  year.  If — 

(a)  Stock  in  a  foreign  corporation  is 
owned  within  the  meaning  of  section 
958(a)  by  a  United  States  shareholder 
on  the  last  day  in  the  taxable  year  of 
such  corporation  for  which  such  corpo¬ 
ration  is  a  contrblled  foreign  corporation 
to  which  applies  an  election  by  such 
shareholder  to  secure  an  exclusion  under 
section  963  v^th  respect  to  such  stock,  or 

(b)  Stock  in  a  foreign  corporation 
which  is  not  a  controlled  foreign  corpo¬ 
ration  is  owned  within  the  meaning  of 
section  958(a)  by  a  United  States  share¬ 
holder  on  the  last  day  hi  the  taxable 
year  of  such  corporation  on  which  an¬ 
other  foreign  corporation  (which,  by 
reason  of  the  stock  so  ovmed,  is  owned 
by  such  shareholder  within  ^e  mean¬ 
ing  of  section  958(a))  is  a  controlled 
foreign  corporation  to  which  applies  an 
election  by  such  shareholder  to  secure 
an  exclusion  imder  section  963  with  re¬ 
spect  to  such  stock, 

the  earnings  and  profits  of  such  foreign 
corporation  for  the  taxable  year  which 
are  taken  into  account  in  determining 
such  shareholder’s  proportionate  share 
thereof  shall  be  an  amount  of  such  earn¬ 
ings  and  profits,  determined  as  provided 
in  subparagraph  (1)  of  this  paragraph, 
which  bears  to  the  total  of  such  earnings 
and  profits  the  same  ratio  which  the 
part  (computed  on  a  daily  basis)  of 
such  year  during  which  such  corpora¬ 
tion  is  a  controlled  foreign  corporation 
(or,  in  case  such  corporation  is  not  a 
controlled  foreign  corporation,  during 
which  such  other  corporation  is  a  con¬ 
trolled  foreign  corporation)  bears  to 
the  total  taxable  year.  If  the  United 


States  shardiolder  by  suflicient  records 
and  accounts  establishes  to  the  satis¬ 
faction  of  the  district  director  the  gross 
income  received  or  accrued,  and  the  de¬ 
ductions  paid  or  accrued,  for  the  part 
of  such  year  during  which  such  corpo¬ 
ration  is  a  controlled  foreign  corporation 
(or,  in  case  such  corporation  is  not  a 
controlled  foreign  corporation,  during 
which  such  other  corporation  is  a  con¬ 
trolled  foreign  corporation) ,  the  amount 
of  earnings  and  profits  based  on  such 
records  and  accounts  may  be  used  in 
lieu  of  the  amount  determined  imder  the 
preceding  sentence.  The  application 
of  this  subdivision  may  be  illustrated  by 
the  following  examples: 

Example  (1).  Domestic  corporation  M 
on  June  80,  1963,  purchases  60  percent  of 
the  one  class  of  stock  of  A  Corpca^tlon  which 
on  July  1  becomes  a  controlled  foreign  cor¬ 
poration  and  remains  such  throughout  the 
remainder  of  1063.  Both  corporatioxis  use 
the  calendar  year  as  the  taxable  year.  Cor¬ 
poration  M  makes  a  first-tier  election  with 
respect  to  A  Corporation.  For  1968,  A  Cor¬ 
poration  has  8100  of  earnings  and  profits, 
as  determined  tmder  subparagraph  (1)  of 
this  paragraph.  Corporation  M’s  propor¬ 
tionate  share  of  such  earnings  and  profits 
for  1963  is  $30.25  (0.60 X  [184/866  X  $100]). 

Example  (2).  (a)  Throughout  1963  do¬ 
mestic  corporation  M  directly  owns  20  per¬ 
cent  of  the  one  class  of  stock  of  forelgni 
corporation  A.  not  a  controlled  foreign  cor¬ 
poration  at  any  time,  which  directly  owns 
50  percent  of  the  one  class  of  stock  of  foreign 
corporation  B,  which  becomes  a  controlled 
foreign  corporation  on  July  1,  1963,  and  re¬ 
mains  such  throughout  the  remainder  of 
1963.  All  such  corporations  use  the  calendar 
year  as  the  taxable  year.  Each  of  corpora¬ 
tions  A  and  B  has  earnings  and  profits  for 
1963  of  $100,  as  determined  under  subpara¬ 
graph  (1)  of  this  paragraph.  Corporation 
M  makes  a  chain  election  for  1963  with  re¬ 
spect  to  corporations  A  and  Corporation 
M’s  proportionate  share  of  the  earnings  and 
profits  of  A  Corporation  for  1963  is  $10.08 
(0.20  X[  184/366  X  $100]).  Corporation  M’s 
proportionate  share  of  the  earnings  and 
profits  of  B  Corporation  for  1963  is  $6.04 
(0.20  X  0.60  X  [  184/866 X $100]). 

(b)  If  B  Corporation  had  been  a  controlled 
foreign  corporation  throughout  1968,  M  Cor¬ 
poration’s  proportionate  share  of  the  earn¬ 
ings  and  profits  of  corporations  A  and  B  for 
1963  would  have  been  $20  (0.20X8100)  and 
$10  (0.20  X  0.60  X  $100),  respectively. 

(c)  If  corporations  A  and  B  had  each  been 
a  controlled  foreign  corporation  only  for  the 
period  of  January  1,  1963,  through  June  80, 
1963,  M  Corporation’s  proportionate  share  of 
the  earnings  and  profits  of  such  corporations 
would  have  been  $9.92  (0.20  X  [181/365  X 
$100])  and  $4.96  (0.20  X  0.60 X  [181/366 X 
$100] ),  respectively. 

(d)  If  A  Corporation  had  been  a  controlled 
foreign  corporation  throughout  1963  or  dur¬ 
ing  the  period  of  July  1,  1963,  through  De¬ 
cember  31,  1963,  but  B  Corporatitm  had  been 
a  controlled  foreign  corporation  only  during 
the  period  of  January  1,  1963,  through  Jime 
30, 1963,  M  Corporation’s  proportionate  share 
of  the  earnings  and  profits  of  such  corpora¬ 
tions  would  have  been  $20  (0.20  X  $100)  and 
$4.96  (0.20  X0.60X[  181/366  X $100]),  respec¬ 
tively. 

(3)  Consolidated  earnings  and  profits 
with  respect  to  United  States  share¬ 
holder.  The  consolidated  earnings  and 
profits  of  a  chain  or  group  with  respect 
to  any  United  States  shar^older  for  the 
taxable  year  shall  be  the  sum  of  such 
shareholder’s  proportionate  shares  of  the 
earnings  and  profits,  and  of  the  deficit 
in  earnings  and  profits,  determined  un¬ 


der  subparagrimli  (2)  of  this  paragraph, 
for  such  year  of  all  foreign  corporations, 
whether  or  not  controlled  foreign  corpo¬ 
rations,  in  su<di  chain  or  group. 

(e)  Foreign  income  taxes  used  in  de¬ 
termining  effective  foreign  tax  rate. 
For  purposes  of  determining  the  effec¬ 
tive  foreign  tax  rate  under  paragraph 

(c)  of  this  section — 

(1)  Shareholder’s  proportionate  share 
of  taxes  of  a  foreign  corporation.  The 
foreign  income  tax  of  a  foreign  corpora¬ 
tion  for  a  taxable  year  shall  consist  of 
the  foreign  income  tax  referred  to  in 
paragraph  (d)  (1)  (ii)  of  this  section  with 
respect  to  such  year  and,  if  the  United 
States  shareholder  chooses  to  take  the 
foreign  income  tax  described  in  para¬ 
graph  (d)  (1)  (iii)  of  this  section  into  ac¬ 
count  in  determining  the  effective  for¬ 
eign  tax  rate  of  a  chain  or  group  which 
includes  such  foreign  corporation,  the 
foreign  income  tax  referred  to  in  such 
paragraph  with  respect  to  such  year.  A 
United  States  shareholder’s  proportion¬ 
ate  share,  with  respect  to  stock  to  which 
the  election  to  secure  an  exclusion  under 
section  963  applies,  of  the  foreign  income 
tax  of  such  foreign  corporation  for  a  tax¬ 
able  year  shall  be  the  same  proportion¬ 
ate  share,  with  respect  to  stock  to  which 
shareholder’s  proportionate  share  (as 
determined  imder  paragraph  (d)  (2)  (i) 
of  this  section)  of  the  earnings  and  prof¬ 
its  of  such  corporation  for  such  year 
bears  to  the  total  earnings  and  profits 
of  such  corporation  for  such  year.  A 
United  States  shareholder’s  proportion¬ 
ate  share  of  the  foreign  Income  tax,  for 
the  taxable  year,  of  a  branch  treated  as 
a  wholly  owned  foreign  subsidiary  cor¬ 
poration  and  included  in  a  group  under 
paragraph  (f)  (4)  of  S  1.963-1  shall  be 
the  total  foreign  income  tax  of  such 
branch  for  the  taxable  year. 

(2)  Consolidated  foreign  income  taxes 
with  respect  to  United  States  sharehold¬ 
er.  The  consolidated  foreign  income 
taxes  of  a  chain  or  group  with  respect 
to  a  United  States  shareholder  for  the 
taxable  year  of  such  chain  or  group  shall 
be  the  sum  of  such  shareholder’s  pro¬ 
portionate  shares  (as  determined  under 
subparagraph  (1)  of  this  paragraph)  of 
the  foreign  income  tax  of  all  foreign 
corporations,  whether  or  not  controlled 
foreign  corporations,  in  such  chain  or 
group. 

(3)  Taxes  paid  by  foreign  corporation 
on  distributions  received  during  its  dis¬ 
tribution  period.  If  a  distribution  re¬ 
ceived  by  a  foreign  corporation  in  a 
chain  or  group  from  another  foreign  cor¬ 
poration  in  such  chain  or  group  after 
the  close  of  the  recipient’s  taxable  year 
but  during  its  distribution  period  for 
such  year  is  allocated  to  the  earnings 
and  profits  of  such  recipient  corporation 
for  such  year  under  paragraph  (c)  (2)  of 
§  1.963-3,  then  any  foreign  income  tax 
paid  or  accrued  by  such  recipient  corpo¬ 
ration  on  such  distribution  shall  be 
treated  as  paid  or  accrued  for  such  tax¬ 
able  year. 

(f)  Illustrations.  The  application  of 
this  section  may  be  illustrated  by  the 
following  examples: 

Example  (1).  For  1966,  domestic  corpora¬ 
tion  M  makes  a  first-tier  election  with  re¬ 
spect  to  controUed  foreign  corporation  A,  80 
percent  of  the  one  class  of  stock  of  which 
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II  Corporation  owns  directly.  Botb  oorpors- 
tlobs  use  tbs  calendar  year  as  the  taxable 
year.  Vor  19M.  A  Oorpcmtlon  has  earnings 
and  profits  (before  reduction  for  foreign 
inc(»ne  tax)  of  $100  with  respect  to  which 
it  pays  foreign  income  tax  of  $80.  Its  earn¬ 
ings  and  profits  are  $70  ($100— $80) .  Corpo¬ 
ration  Idle  proportionate  share  of  such  earn¬ 
ings  and  profits  is  $M  (0.80x$70),  and  its 
prop<»rtlonate  share  of  the  foreign  Income 
tax  U  $34  ($6«/$70  X  $80) .  The  effective  for¬ 
eign  tax  rate  Is  30  percent  ($34/($56+$34] ). 
Based  on  such  effective  foreign  tax  rate,  the 
statutory  percentage  under  section  968(b) 
(8)  for  1066  Is  69  percent.  Thus,  the  amount 
of  the  minitniim  distribution  which  M  Cor- 
pcxatlon  must  receive  from  A  Corporation’s 
1066  earnings  and  profits  Is  a  dividend  of 
$88.64  (0.60  X  $66). 

Example  (2).  For  1966,  domestic  corpora¬ 
tion  M  makes  a  first-tier  election  with  re¬ 
spect  to  controlled  foreign  corporation  'A, 
all  of  whose  one  class  of  stock  M  Corporation 
owns  directly.  Both  corporations  use  the 
calendar  year  as  the  taxable  year.  For  1966, 

A  Corporation  has  earnings  and  profits  (be¬ 
fore  reduction  for  Income  tax)  of  $100,  of 
which  $40  Is  attributable  to  Income  from 
soiuxes  within  the  United  States  on  which 
$12  United  States  Inccnne  tax  Is  paid.  The 
foreign  coxmtry  In  which  A  Corporation  ir 
Incorporated  Imposes  an  Income  tax  at  8o 
percent  on  the  $100  but  allows  a  credit 
against  its  tax  for  the  $12  of  Uirlted  States 
Income  tax.  so  that  It  Imposes  a  net  foreign 
Income  tax  of  $18  for  1966.  In  determining 
the  effective  foreign  tax  rate  of  A  Corpora¬ 
tion  for  1966,  such  $12  of  United  States  In¬ 
come  tax  may  be  treated  as  foreign  Income 
tax  to  the  extent  It  does  not  exceed  $17.28 
($40X0.90X0.48).  Corporation  A  has  earn¬ 
ings  and  profits  of  $70  for  1966.  Although 
A  Corp<»atlon’s  effective  foreign  tax  rate  for 
1966  Is  30  percent,  determined  by  dividing 
$30  by  the  sum  of  $70  plus  $30,  none  of  the 
United  States  tax  which  is  taken  Into  account 
In  determining  such  rate  shall  be  treated 
as  foreign  Income  tax  for  purposes  of  deter¬ 
mining  the  foreign  tax  credit  of  M  Corpora¬ 
tion  under  section  902.  Based  on  such  effec¬ 
tive  foreign  tax  rate,  the  statutory  percent¬ 
age  under  section  963(b)(3)  for  1966  Is  69 
percent.  Thus,  the  amount  of  the  minimum 
distribution  which  M  Corporation  must  re¬ 
ceive  from  A  Corporation’s  1966  earnings  and 
profits  Is  a  dividend  of  $48A0  (0.69  X  $70). 

Example  (3).  Domestic  corporation  M 
directly  owns  throughout  1966,  60  percent^ 
of  the  one  class  of  stock  of  controlled  for¬ 
eign  corporation  A.  not  a  less  developed 
country  corporation  \mder  section  902(d), 
which  has  for  1966  earnings  and  profits  of 
$70  (all  ot  which  U  attributable  to  subpart 
F  Income)  after  having  paid  foreign  Income 
tax  of  $30.  Both  corporations  use  the  calen¬ 
dar  year  as  the  taxable  year.  Corporation  A 
Is  created  under  the  laws  of  a  foreign  coun¬ 
try  which  Imposes  a  6-percent  dividend 
withholding  tax.  Corporation  M  would  be 
required,  but  for  section  963,  to  Include' $42 
(0.60  X $70)  of  A  Corporation’s  subpart  P 
Income  In  gross  Income  under  section  951 
(a)  (1)  (A)  (1).  For  1966,  however,  M  Corpo¬ 
ration  makes  a  first-tier  election  with  re¬ 
spect  to  A  Corporation.  Since  the  tax  with¬ 
held  on  distributions  made  by  A  Corporation 
Is  considered  to  have  been  paid  by  M  Corpo¬ 
ration,  the  effective  foreign  tax  rate  appli¬ 
cable  to  A  Corporation  for  1966  Is  only  30 
percent,  the  percentage  which  such  $30  of 
foreign  Income  tax  Is  of  $100  (the  sum  of 
$30  plus  $70).  Thus,  the  statutory  percent¬ 
age  under  section  963(b)  for  1966  Is  69  per¬ 
cent.  The  amount  of  the  minimum  distri¬ 
bution  which  M  Corporation  must  receive 
from  A  Corporation’s  1966  earnings  and 
profits  Is  the  distribution  M  Corporation 
will  receive  If  A  Corporation  distributes  69 


percent  of  Its  earnings  and  profits  for  1966. 
Tlius.  If  1C  Corporation  receives  a  distribu¬ 
tion  of  69  ftercent  of  Its  proportionate  share 
of  such  earnings  and  profits  or  $28J8 
(0.69  X  0.60  X  $70),  it  may  exclude  fronrgroes 
Income  for  1966  $42  othwrwlse  required  to  be 
Included  in  gross  income  under  section  961 
(a)(1)(A)  (1)  and  .will  determine  Its  Income 
tax,  assuming  no  other  InccHne  and  no  sur¬ 
tax  exemption  imder  section  11  (c),  as 
follows : 

Dividend  _ $28.98 

Gross-up  under  sec.  78  ($28i>8/ 

$70X$30)  -  12.42 

Taxable  Income _  41. 40 

U.S.  tax  before  foreign  tax  credit 

($41.40X0.48)  . 19.87 

Foreign  tax  credit  ($12.42-f-[0.06 

X  $28.98] ) _ _ _  14. 16 

U.S.  tax  payable _  6.71 

Example  (4).  (a)  For  1966  domestic  cor¬ 

poration  M  makes  a  chain  election  with 
respect  to  controlled  foreign  corporation  A, 
all  of  whose  one  class  of  stock  It  directly 
owns,  and  ocmtrolled  foreign  corporation 
B,  all  of  whose  one  class  of  stock  is  directly 
owned  by  A  Ck>rporatlon.  Both  foreign  cor¬ 
porations  are  subject  to  a  foreign  Income 
tax  at  a  fiat  rate  of  30  percent,  and  all  cor¬ 
porations  use  the  calendar  year  as  a  tax¬ 
able  year.  For  1966,  B  CTorporatlon  has 
pretax  earnings  and  profits  of  $100  and 
distributes  $61JK).  For  1966,  A  Ccoporatlcni 
has  pretax  earnings  and  profits  of  $161.50, 
consisting  of  $100  from  selling  activities  and 
$51.60.  received  as  a  distribution  from  B 
Corporation,  upon  which  It  pays  a  foreign 
Income  tax  of  $45.46  (l.e.,  30  percent  of 
$161.50). 

(b)  Corporation  M  chooses'  under  para- 
griq>h  (d)  (1)  (111)  of  this  section  to  take  the 
fcxrelgn  tax  paid  by  A  Corporation  on  the 
dividend  received  from  B  Corporation  into 
accoimt  In  determining  the  effective  foreign 
tax  rate  of  the  chain  rather  than  count  it 
toward  the  amount  of  the  minimum  distri¬ 
bution.  Thus,  to  determine  consolidated 
earnings  and  profits  of  the  chain  for  1966,- 
A  Corporation’s  pretax  earnings  and  profits, 
of  $161.60  are  first  reduced  by  the  inter¬ 
corporate  dividend  of  $61.50  received  from 
B  Corporation  so  that  A  Corporation  has 
pretax  and  predlstributlon  earnings  and 
profits  of  $100  ($161.50  less  $61.60).  Cor¬ 
poration  A’s  pretax  and  predistribution 
earnings  and  profits,  of  $100  are  then  re¬ 
duced  by  the  foreign  Inocone  tax  of  $30  (30 
percent  of  $100)  paid  on  such  earnings  and 
profits,  resulting  In  predistribution  earnings 
and  profits  of  $70  ($100  less  $30).  Since  M 
Corporation  chooses  to  count  toward  the 
effective  foreign  tax  rate,  rather  than  toward 
the  minimum  dlstiibutlon,  A  Corporation’s 
f(M*elgn  Income  tax  of  $16.45  (0.30X61.50) 
Imposed  on  the  dividend  received  from  B 
Corporation,  such  predistribution  earnings 
and  profits  of  $70  of  A  Corporation  are 
ftuther  reduced  by  such  $15.45  of  tax  to 
$64.65  ($70— $15.46) .  Corporation  B,  having 
received  no  dividends  from  any  other  cor¬ 
poration  in  the  chain,  has  predistribution 
eturnlngs  and  profits  of  $70  ($100  less  foreign 
income  tax  of  $30) . 

(c)  The  consolidated  earnings  ahd  profits 
of  the  chain  fco-  1966  are  $124.55  ($54.65  + 
$70) .  The  consolidated  foreign  Income  taxes 
for  such  year  are  $75.45  ($30+$15.45+$30). 
The  effective  foreign  tax  rate  of  the  chain 
for  1966  is  37.73  percent  ($75.46/ 1 $124.65+ 
$75.45]).  The  statutory  percentage  for  1966 
under  section  963(b)(3)  is  51  percent. 
Thus,  the  amount  of  the  minimum  dis¬ 
tribution  which  M  Corporation  must  receive 
from  the  1966  consolidated  earnings  and 
profits  of  the  chain  Is  $63.52  (0.51X$124.55). 

Example  (5).  The  facts  are  the  same  as 
In  example  (4)  except  that  M  Corporation 
does  not  choose  tmder  paragraph  (d)(1) 
(111)  of  this  section  to  take  Into  accoimt.  In 


determining  the  effective  foreign  tax  rate, 
the  foreign  Income  tax  of  $16.45  paid  by  a 
OorpcMtitlon  on  the  distribution  of  $5i.5o 
received  from  B  Corpcxwtlon.  In  such  case, 
the  consolidated  earnings  and  profits  of  the 
chain  are  $140  ($70+$70)  and  the  consoli¬ 
dated  fix'elgn  income  taxes  are  $60  ($30  + 
$30),  the  latter  amoimt  being  determined 
without  taking  into  account  A  Corporation’s 
foreign  Income  tax  of  $15.45  on  the  distribu¬ 
tion  of  $51.50  received  from  B  Corporation. 
The  effective  foreign  tax  rate  for  1966  is 
30  percent  ($60/($140+$60] ) ,  and  the  statu¬ 
tory  percentage  imder  section  963(b)  is  69 
percent.  Thus,  the  amount  of  the  minimiiTV| 
distribution  which  must  be  made  from  the 
1966  consolidated  earnings  and  profits  of 
the  chain  Is  $96.60  (0.69X$140).  For  the 
counting  of  such  $15.45  of  A  Corporation’s 
tax  toward  the  $96.60  amoimt  of  the  mini¬ 
mum  distribution,  see  paragraph  (b)  (2)  of 
§  1.963-3. 

Example  (6).  For  1966  domestic  corpora¬ 
tion  M  directly  owns  the  following  percent¬ 
ages  of  the  one  class  of  stock  of  the  follow¬ 
ing  controlled  foreign  cwporatlons  In  respect 
of  which  It  makes  a  group  election:  80  per¬ 
cent  of  A  Corporation,  60  percent  of  B  Cor¬ 
poration,  and  70  percent  of  C  Corporation. 
All  corp<x«tlons  use  the  calendar  year  as 
the  taxable  year;  none  of  the  foreign  cor¬ 
porations  Is  a  less  developed  country  cor¬ 
poration  under  section  902(d) .  Each  foreign 
corporation  makes  distributions  during  1966. 
’The  consolidated  earnings  and  profits,  and 
the  consolidated  fcn-elgn  Income  taxes,  of 
the  group  tor  1966  with  respect  to  M  Cor¬ 
poration,  and  the  amount  of  the  rnlniTmim 
distribution  which  M  Corporation  must  re¬ 
ceive,  are  determined  as  follows,  based  on  the 
earnings  and  profits  and  foreign  Income  tax 
shown  In  the  following  table: 


ContraiUed  foreign 
eorporationi 


$100.  oa 

35.00 


Predistrlhution  and  pretax  earn¬ 
ings  ftnfl  profits .  _ .  _  _  _  _  _  _ 

A 

$100 

16 

B 

$100 

25 

Foreign  income  tax.  .  . 

Predistribution  earnings  and 
profits _ _ _ 

85 

75 

M  Corporation’s  proportionate 
share  of  earnings  and  profits: 

68 

<0.60X4176) _ 

45 

(0.70X$65) . 

Consolidated  eamb^  and  profits 
with  respect  to  M  CorporatioT 

($68+$46+$45.60) . . 

M  Oorpcnation’s  proportionate 
share  of  fneign  income  tax: 
($16X[$68/$85ji . . 

(|36xt$46.60/$66]) . 

Consolidated  foreign  income  taxes 
with  respest  to  M  Corporation 
($12+$16+$24.60) . 


12 


15 


65.00 


45.50 


158.50 


24.50 


51.51 


’The  effective  foreign  tax  rate  for  1966  Is 
24.5  percent  ($51.50/[$158.50+$51.50] )  and 
the  statutory  percental  under  section  963 
(b)  (3)  for  such  year  Is  76  piercent.  Thus, 
the  amount  of  the  minimum  distribution 
which  M  Corpcxtitlon  must  receive  from  the 
1966  conscdldated  earnings  and  profits  of 
the  group  Is  $120.46  (0.76  X $168.50) . 

Example  (7).  (a)  For  1966  domestic  cor¬ 
poration  M  makes  a  chain  election  with 
respect  to  the  following  controlled  foreign 
corporations:  A  Corporation,  80  percent  of 
whose  one  class  of  stock  M  Corporation  owns 
directly:  B  Corporation,  60  percent  of  whose 
one  class  of  stock  Is  directly  owned  by  A  Cor¬ 
poration;  and  C  Corporation,  70  percent  of 
whose  one  class  of  stock  Is  directly  owned  by 
B  Corporation.  All  corporations  use  the 
calendar  year  as  the  taxable  year;  none  of 
the  foreign  corporations  Is  a  less  developed 
country  corporation  under  section  902(d). 
The  predistribution  and  pretax  earnings  and 
profits  of  each  foreign  corporation  are  $100. 
Each  f<»«lgn  corporation  pays  a  flat  rate  of 
foreign  Income  tax  on  all  Income  computed 
without  reduction  for  dividends  paid  and 
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determined  by  including  dividends  received. 
Such  rste  Is  IS  percent  tor  A  Corporation,  26 
percent  lor  B  Corporation,  and  35  percent 
for  C  Corpcnntlon.  Ccnporatlon  C  distributes 
|86,  and  B  Corporation  distributes  $100,  lor 
1966.  Corporation  M  chooses  under  para¬ 
graph  (d)(1)  (111)  ol  this  section  to  count 
toward  the  effective  lorelgn  tax  rate,  rather 
tliftn  toward  the  amount  ol  the  minimum 


distribution,  the  lorelgn  Income  tax  paid  by 
corporations  A  and  B,  respectively,  on  dis¬ 
tributions  received  Brom  coriKurations  B  and 
C.  respectively. 

(b)  The  consolidated  earnings  and  profits, 
and  the  consolidated  lorelgn  Income  taxes, 
ol  the  chain,  and  the  amount  of  the  mlnl- 
miun  distribution  iat  1966,  with  respect  to 
M  Corporation  are  determined  as  loUows: 


ControOed  foreign  eorporatione 


Pretax  earnings  and  profits . 

B^uction  for  interoorpcrate  dividends: 

(0.60X$100)„ . 

(0.70X166) . 


Pretax  and  predistribution  earnings  and  profits _ _ _ _ _ 

Reduction  tor  foreign  income  tax  on  such  pretax  and  predistribution  earn¬ 
ings  and  profits: 

(0.16X$100)L. . 

(0.26X$100) . . . . . 

(0.35X$100) . 

Predistribution  earnings  and  profits . . . . . . . . 

Reduction  for  foreign  inoome  tax  on  intaoorporate  distributions  of  1066 
earnings  and  profits: 

(ai6X$60) . . . 

(0.26X$46.80 . 


Consolidated  earnings  and  profits  with  respect  to  M  Cwporation: 

(0.80Xt76) . 

(0.80X0.60X$63.62) . . . 

(0.80X0iiOXO.7OX$66) . 

Consolidated  foreign  inoome  taxes  with  respect  to  M  Corporation: 

(»80.80/$76X($16-H$«]) . 

($30.54/$63.62Xll26-i-$11.38D . 

($21.84/$66X»6) . . 

Eflective  foreign  tax  rate  ($48.42AI1U.1^648.42D . 

Statutory  percentage  under  section  e63(b). _ _ 

Amount  of  minlTniini  distribution  which  M  Cwporation  must  receive 
from  1966  consolidated  earnings  and  iHroflts  (0.60X1113.18),  no  amount  of 
the  tax  on  intercorporate  distributions  being  counted  toward  the  mini¬ 
mum  distribution . . . . . . 


A 

B 

C 

Total 

li6aoo 

$146.60 

$100.00 

60.00 

45.60 

$100.00 

$100.00 

$100.00 

16.00 

26.00 

36.00 

$86.00 

$76.00 

$66.00 

* 

0.00 

11.38 

76.00 

63.62 

66.00 

60.80 

30.64 

21.84 

$113. 18 

19.20 

17.46 

11.76 

48.42 

Example  (9) .  The  lacts  are  the  same  as  in 
example  (7)  except  that  M  Corporation  does 
not  choose  under  paragraph  (d)(1)  (111)  ol 
this  section  to  take  Into  account.  In  detw- 
minlng  the  effective  lorelgn  tax  rate,  the 
foreign  Income  tax  paid  by  the  recipient 


corporations  on  the  intercorporate  distribu¬ 
tions.  The  consolidated  earnings  and  profits, 
the  consolidated  lorelgn  Income  taxes,  ol  the 
chain,  and  the  amount  ol  the  minimum 
distribution  which  M  Corporation  must  re¬ 
ceive,  lor  1966  are  determined  as  loUows: 


Reduction  for  intercoiporate  dividends: 

(0.60X$100) _ 

(0.70X$66) . 


Pretsx  and  predistribntloo  earnings  and  profits _ _ 

Reduction  for  foreign  lno(»ne  tax  on  such  pretax  and  predistribution  earn¬ 


ings  and  profits: 

(O.ISXSIOO) . 

(0.26X$100) . 

(0.35X$100) . 


Predistribution  earnings  and  profits _ 

Consolidated  earnings  and  profits  with  respect  to  M  Corporation: 

(0.80  X$86) . 

(OAOX0.60X$76) . . 

(0.80X0.60X0.70X166) . . . . . 

Consolidated  foreign  inoome  taxes  with  respect  to  M  Corporation: 
(t68/$85X$16) . . . 

($21.84/$65XW>) . . . . . 

Eflective  foreign  tax  rate  ($36.7W26.84-|-$36.76]) . 

Statutory  percentage  tmder  sec.  063(b) . . . . 

Amount  of  minimum  distribution  to  be  made  from  1966  consolidated 

earnings  and  profits  with  respect  to  M  Corporation:  (0.76X$126.84) _ 

Foreign  income  tax  on  Intercorporate  distributions  of  1966  earnings  and 
profits  which  is  counted  toward  the  minimum  distribution  (See 
S1.963-3(b)(2)): 

($68/$85XI0.16X$601) . 

($36/$75x(0.26X$46.60i) . . . , . . 

Amount  of  minimum  cUstribution  which  M  Corporation  must  actually 
receive  from  the  chain  ($86.64-$12.66) . 


Controlled  foreign  eorporationi 

A 

B 

C 

Total 

$160.00 

$146.60 

$100.00 

60.00 

45.60 

0 

100.00 

100.00 

100.00 

16.00 

26.00 

36.00 

86.00 

76.00 

66.00 

68.00 

36.00 

21.84 

$126.84 

12.00 

12.00 

11.76 

36.76 

22.13% 

76% 

96.64 

7.20 

6.46 

1Z66 

§  1.963—3  Distributions  counting  toward 
a  minimum  distribution. 

(a)  Conditions  under  which  earnings 
and  profits  are  counted  toward  a  mini¬ 
mum  distribution — (1)  In  general.  A 
^tribution  to  the  United  States  share¬ 
holder  by  a  single  first-tier  corporation 
or  by  a  foreign  corporation  included  in 


a  chain  or  group  shall  count  toward  a 
minimum  distributicHi  for  the  taxable 
year  of  such  shareholder  to  which  the 
election  imder  section  963  relates  only 
to  the  extent  that— 

(i)  It  is  received  by  such  shareholder 
during  such  year  or  within  180  days 
thereafter, 


(ii)  It  is  a  distribution  of  the  type 
described  in  paragraph  (b)  of  this  sec¬ 
tion, 

(Hi)  Under  paragraph  (c)  of  this 
section,  it  is  deemed  to  be  distributed 
from  the  earnings  and  profits  of  the  for¬ 
eign  corporation  for  the  taxable  year  of 
such  corporation  to  which  the  election 
relates,  and 

(Iv)  Such  shareholder  chooses  to  in- 
cliKle  it  in  gross  income  for  the  taxable 
year  of  such  shareholder  to  which  the 
election  relates  notwithstanding  that 
sudi  distribution,  by  reason  of  its  receipt 
after  the  close  of  such  year,  would  ordi¬ 
narily  be  includible  in  the  gross  income 
of  a  subsequent  year. 

Amounts  taken  into  accoimt  imder  this 
subparagraph  as  gross  income  of  the 
United  States  shareholder  for  the  tax¬ 
able  year  to  which  the  election  relates 
shall  not  be  considered  to  be  includible  in 
the  gross  Income  of  such  shareholder  for 
a  subsequent  taxable  year.  For  purposes 
of  determining  the  foreign  tax  credit 
under  sections  901  through  905,  foreign 
income  tax  paid  or  accrued  by  such 
shareholder  on  or  with  respect  to  such 
amounts  shall  be  treated  as  paid  or  ac¬ 
crued  during  the  taxable  year  of  such 
election. 

(2)  Distributions  made  prior  to  acqui¬ 
sition  of  stock.  A  United  States  share¬ 
holder  which  owns  within  the  meaning 
of  section  958(a)  stock  in  a  foreign  cor¬ 
poration  with  respect  to  which  such 
shareholder  elects  to  secure  an  exclusion 
under  section  963  for  the  taxable  year 
may  count  toward  the  minimum  distri¬ 
bution  any  distribution  made  with  re¬ 
spect  to  such  stock,  and  before  its 
acquisition  by  the  United  States  share¬ 
holder,  to  any  other  domestic  corpora¬ 
tion  not  exempt  from  Income  tax  under 
chapter  1  of  the  Code,  to  the  extent  that 
such  distribution  is  made  out  of  the 
United  States  shareholder’s  proportion¬ 
ate  share,  as  determined  under  para¬ 
graph  (d)  (2)  of  S  1.963-2,  of  such  cor- 
portion’s  earnings  and  profits  for  the 
taxable  year  and  would  have  counted 
toward  a  minimum  distribution  if  it  had 
been  distributed  to  such  United  States 
shareholder.  The  application  of  this 
subparagraph  may  be  illusla’ated  by  the 
following  examples: 

Example  (i).  Controlled  foreign  corpora¬ 
tion  A,  which  tuses  the  calendar  year  as  the 
taxable  year,  has  for  1963  $100  of  earnings 
and  profits  and  100  shares  of  only  one  class 
of  stock  outstanding.  D<Hnestic  corpora¬ 
tion  M,  not  exempt  frcxn  income  tax  under 
chapter  1  of  the  Code,  directly  owns  all  of 
such  shares  during  the  period  from  January 
1,  1963,  through  Jime  30.  1963.  On  June  30, 
1963,  M  Corporation  transfers  all  of  such 
shares  to  domestic  corporation  N,  which 
owns  them  throughout  the  remainder  of  1963 
and  elects  to  secure  an  exclusion  under  sec¬ 
tion  963  for  such  year  with  respect  to  the 
subpart  F  income  of  A  Corporation.  During 
Jime  1963,  M  Corporation  receives  a  divi¬ 
dend  of  $75  from  A  Corp^atlon,  which  would 
count  toward  a  minimum  distribution  if  it 
had  been  distributed  to  N  Corporation  for 
such  year.  Corporation  N’s  propor1(ionate 
share  of  the  earnings  and  profits  of  A  Cor¬ 
poration  for  1963  is  $100;  N  Corporation  may 
count  toward  a  minimum  distribution  for 


13334 


RULES  AND  REGULATIONS 


lf83  the  entire  dividend  of  #76  pekl  to  M 
Cknporetioin. 

Example  (2).  Ihe  facte  are  the  same  as 
In  example  (1)  eacoept  that  M  Is  a  nonresl> 
dent  alien  IndlvidiiaL  Since  A  Corporatkm 
la  not  a  contrc^ed  foreign  ooeporatkm  from 
Janxiary  1.  1063,  through  June  80,  1068,  If 
Corporation’s  proportionate  share  of  the 
earnings  axid  profits  of  A  Corporation  for 
1068  Is  #60.41  (#100X184/866),  as  determined 
tmder  paragraph  (d)  (3)  (111)  of  1 1.068-2. 
Although  #36.41  (#76-#40A8)  of  the  #76  dis¬ 
tribution  to  If  Is  paid  from  N  Corporation’s 
proportionate  share  of  A  Cknporatlon’s  1068 
earnings  and  profits,  N  Corporation  may  not 
count  toward  a  minimum  distribution  any 
part  of  the  #76  dividend  distributed  to  M, 
since  If  Is  not  a  domestic  corporation. 

(b)  Qualifyintr  distrfbvMons — (1) 
Amounte  not  counted  toward  a  minimum 
distribution.  No  distribution  received 
by  a  United  States  stuureholder  shall 
count  toward  a  minimum  distribution  for 
the  taxable  year  with  respect  to  such 
shareholder  to  the  extent  the  distribution 
Is  excludable  from  gross  income  (except 
in  the  case  of  a  distribution  from  earn¬ 
ings  and  profits  for  the  taxable  year 
attributable  to  amounts  required  to  be 
included  in  gross  income  of  such  share¬ 
holder  imder  section  951(a)(1)(B)  for 
such  year) .  to  the  extent  gain  on  the  dis¬ 
tribution  is  not  recognized,  or  to  the  ex¬ 
tent  the  distribution  is  treated  as  a  dis¬ 
tribution  in  part  or  full  pasnnent  in 
exchange  for  stock.  Undistributed 
amounts  required  to  be  included  in  gross 
Income  under  section  651  as  undistrib¬ 
uted  foreign  personal  holding  company 
income  or  under  section  951  as  undistrib¬ 
uted  amoimts  of  a  controlled  foreign 
corporation  shall  not  count  toward  a 
minimum  distribution  under  section  963. 
An  amount  received  by  a  United  States 
shareholder  as  a  distribution  which  un¬ 
der  section  302  or  section  331  is  treated 
as  a  distribution  in  part  or  full  pasrment 
in  exchange  for  stock  shall  not  count 
toward  a  minimum  distribution  even 
though  such  amoimt  is  includible  in  gross 
inc<xne  under  section  1248  as  a  dividend. 

(2)  Inclusion  of  tax  on  intercorpo¬ 
rate  distributions.  In  the  case  of  a  chain 
or  group  election,  the  United  States 
shareholder’s  proportionate  share  of  the 
amount  of  the  foreign  income  tax  paid 
or  accrued  for  the  taxable  year  by  a 
foreign  corporation  in  the  chain  or  group 
with  respect  to  distributions  received  by 
such  corporation  from  the  earnings  and 
profits,  of  another  foreign  corporation  in 
such  chain  or  group,  for  tiie  taxable 
year  of  such  other  corporation  to  which 
the  election  relates  shall  count  toward  a 
minimum  distribution  from  such  chain 
or  group  for  the  taxable  year,  but  oifiy 
if  the  United  States  shareholder  does 
not  choose  under  paragraph  (d)(1)  (iii) 
of  §  1.963-2  to  take  such  tax  into  account 
in  determining  the  effective  foreign  tax 
rate  of  such  chain  or  group  for  the  tax¬ 
able  year.  To  the  extent  that  foreign 
income  tax  counts  toward  a  minimum 
distribution  imder  this  subparagraph, 
it  shall  be  applied  against  and  reduce 
the  amount  of  the  minimum  distribution 
required  to  be  received  by  the  United 
States  shareholder,  determined  without 
regard  to  this  paragraph. 

(c)  Rules  for  allocation  of  distribu¬ 
tions  to  earnings  and  profits  for  a  tax¬ 


able  year.  To  determine  whether  a 
distribution  to  the  United  States  share¬ 
holder  by  a  single  first-tier  corporation 
or  by  a  foreign  corporation  in  a  chain 
or  group  is  made  from  the  earnings  and 
profits  of  such  corporation  for  the  tax¬ 
able  year  to  which  the  election  imder 
section  963  relates,  the  following  sub- 
paragraph  shall  apply: 

(1)  Exception  to  section  316.  Section 
316  shall  apply  except  that  a  distribu¬ 
tion  of  earnings  and  profits  made  by 
a  foreign  corporation  either  to  another 
foreign  corporation  or  to  the  United 
States  shareholder  shall  be  treated  as 
having  been  paid  frcxn  the  earnings  and 
profits  of  the  distributing  corporation 
for  the  taxable  year  of  such  corporation 
to  which  the  election  relates  only  if  it  is 
made  during  its  distribution  period 
(described  in  paragraph  (g)  of  this  sec¬ 
tion)  for  such  year. 

(2)  Distributions  from  other  corpo¬ 
rations.  The  earnings  and  profits  of  a 
foreign  corporation  shall  be  determined 
in  accordance  with  paragraph  (d)  (1)  of 
§  1.963-2  (applied  as  though  the  United 
States  shareholder  had  chosen  under 
subparagraph  (1)  (iii)  of  such  paragraph 
to  take  the  tax  described  therein  into 
account  in  determining  the  effective 
foreign  tax  rate)  except  that,  in  the 
case  of  a  chain  or  group  election,  a  dis¬ 
tribution  received  by  a  foreign  corpo¬ 
ration  in  the  chain  or  group  from  an¬ 
other  foreign  corporation  in  such  chain 
or  group  shall  be  taken  into  account 
as  earnings  and  profits  of  the  recipient 
corporation  for  the  taxable  year  of  such 
recipient  corporation  to  which  the  elec¬ 
tion  relates  but  only  to  the  extent  that — 

(i)  The  distribution  is  received  by  the 
recipient  corporation  during  the  dis¬ 
tribution  period  for  the  taxable  year  of 
such  recipient  corporation  to  which  the 
election  relates, 

(ii)  If  the  distribution  had  been  re¬ 
ceived  by  the  United  States  shareholder, 
it  would  have  constituted  a  distribution 
of  the  type  described  in  paragraph  (b) 
of  this  section,  and 

(iii)  The  distribution  is  made  from 
the  ^mings  and  profits  of  the  dis¬ 
tributing  corporation  for  the  taxable 
year  of  such  distributing  corporation  to 
which  the  election  relates. 

(d)  Year  of  inclusion  in  income  of  for^ 
eign  corporation  and  effect  upon  subpaH 
F  income.  To  the  extent  that  a  (Ustiibu- 
tion  to  the  United  States  shareholder 
counting  toward  a  minimum  distribu¬ 
tion  from  a  chain  or  group  consists  of 
earnings  and  profits  distributed  to  a  for¬ 
eign  corporation  in  the  chain  or  group 
after  the  close  of  the  recipient  corpora¬ 
tion’s  taxable  year  but  during  its  dis¬ 
tribution  period  for  such  year  by  another 
foreign  corporation  in  such  chain  or 
group,  such  amount  shall  be  treated  as 
receded  by  the  recipient  corporation  on 
the  last  day  of  such  taxable  year  and 
shall  not  be  regarded  as  foreign  personal 
holding  company  income  (within  the 
meaning  of  section  553(a)  or  954(c))  of 
such  corporation  for  the  taxable  year  in 
which  such  amount  is  actually  received. 
The  extent  to  which  a  distribution 
coimtlng  toward  a  minimum  distribution 
consists  of  earnings  and  profits  distrib¬ 
uted  to  a  foreign  corporation  in  a  chain 


or  group  shall  be  determined  under  the 
ordering  rules  of  paragraph  (b)(3)  of 
8  1.963^  (applied  in  each  Instance  as 
though  the  United  States  shareholder 
had  not  chosen  under  paragraph  (d)  (1) 
(ill)  of  8  1.963-2  to  take  the  tax  de¬ 
scribed  therein  into  account  in  deter¬ 
mining  the  effective  foreign  tax  rate). 
However,  for  such  purpose,  the  amount 
of  foreign  income  tax,  if  any,  which 
counts  toward  the  minimum  distribution 
shall  be  determined  without  regard  to 
paragraph  (b)  (2)  of  this  section  but  in 
accordance  with  paragraph  (b)  (3)  (hi) 
of  8  1.963-4. 

(e)  Distribution  of  current  earnings 
invested  in  United  States  property.  A 
distribution  made  by  a  foreign  corpora¬ 
tion  during  its  distribution  period  for  a 
taxable  year  shall,  notwithstanding  sec¬ 
tion  959(c),  first  be  attributed  to  earn¬ 
ings  and  profits  for  such  year  attribut¬ 
able  to  amounts  included  in  gross  in¬ 
come  of  the  United  States  shareholder 
under  section  951(a)(1)(B)  for  such 
year,  then  to  earnings  and  profits  for 
such  year  described  in  section  959(c)  (3) , 
and  then  to  other  earnings  and  profits. 
Any  such  distribution  attributed  to 
amounts  so  included  in  gross  income 
under  section  951(a)  (1)  (B)  shall  count 
toward  a  minimum  distribution  for  such 
year. 

(f)  Cumulative  dividends  in  arrears. 
A  distribution  in  satisfaction  of  arrear¬ 
ages  shall  be  treated  as  being  made  out 
of  earnings  and  profits  of  the  foreign 
corporation  for  the  taxable  year  to 
which  the  election  under  section  963  ap¬ 
plies  only  to  the  extent  the  dividend  is 
not  attributed,  under  paragraph  (d)  (2) 
(i)  (d)  of  8  1.963-2,  to  the  earnings  and 
profits  of  such  corporation  remaining 
from  prior  taxable  years  beginning  after 
December  31,  1962.  The  application  of 
this  paragraph  may  be  illustrated  by  the 
following  example: 

Example.  For  1963,  single  first-tier  cor¬ 
poration  A,  which,  uses  the  calendar  year  as 
the  taxable  year,  has  earnings  and  profits 
of  #50;  for  1964,  a  deficit  in  earnings  and 
profits  of  #20;  for  1966,  earnings  and  profits 
of  #100;  and  for  1966,  earnings  and  profits  of 
#240.  For  each  of  such  years  preferred  divi¬ 
dends  accumulate  at  Uie  rate  of  #60;  but  no 
dividend  is  paid  until  1966  during  which 
year  the  current  dividend  is  paid  and  #180 
is  distributed  toward  the  arrearages.  Of 
this  #180,  only  #50  (#180- #130)  shall  be 
treated  as  paid  from  1966  earnings  and 
profits. 

(g)  Distribution  period  of  a  foreign 
corporation — (1)  General  distribution 
period.  Except  as  prorided  by  subpara¬ 
graph  (2)  of  this  paragraph,  the  dis¬ 
tribution  period  with  respect  to  a  foreign 
corporation  for  its  taxable  year  shall 
begin  immediately  after  the  close  of  the 
distribution  period  for  the  preceding 
taxable  year  and  shall  end  with  the 
close  of  the  60th  day  of  the  next  suc¬ 
ceeding  taxable  year.  If  no  election  to 
secure  an  exclusion  under  section  963 
applied  to  the  preceding  taxable  year, 
the  distribution  period  for  the  taxable 
year  shall  begin  with  the  61st  day  of  the 
taxable  year. 

(2)  Special  extendi  distribution  pe¬ 
riod.  If  the  United  States  shareholder  of 
the  foreign  corporation  so  elects  in  state¬ 
ment  filed  with  its  return  for  the  taxable 
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year  for  which  the  election  to  secure  the 
exclusion  under  section  963  is  made,  the 
distribution  period  with  respect  to  such 
foreign  corporation  for  its  taxable  year 
to  which  the  election  to  secure  the  exclu¬ 
sion  applies  shall  end  with  any  day  which 
occurs  no  earlier  than  the  last  day  of 
such  taxable  year  of  such  foreign  corpo¬ 
ration  and  no  later  than  the  180th  day 
after  the  close  of  such  taxable  year.  The 
statement  shall  designate  the  day  so 
elected  as  the  end  of  the  distribution 
period. 

(h)  Illustrations.  The  application  of 
this  section  may  be  illustrated  by  the  f  ol- 
lowing  examples: 

Example  (1).  For  1963  domestic  corpora¬ 
tion  M  makes  a  chain  election  with  respect 
to  controUed  foreign  corporation  A,  aU  of 
whose  one  class  of  stock  M  Corporation  di¬ 
rectly  owns,  and  controlled  foreign  corpora¬ 
tion  B,  all  of  whose  one  class  of  stock  Is 
directly  owned  by  A  Corporation.  Ail  such 
corporations  use  the  calendar  year  as  the 
taxable  year,  and  the  distribution  periods  of 
corporations  A  and  B  for  1963  coincide.  Cor¬ 
porations  A  and  B  each  have  earnings  and 
profits  (before  distributions)  of  $100  for  1963. 
On  Jime  1.  1963,  B  Corporation  distributes 
earnings  and  profits  of  $120,  of  which  $100  Is 
from  Its  earnings  and  profits  for  1963  and 
$20  Is  from  prior  earnings.  For  1963,  A  Cor¬ 
poration  pays  no  Income  tax  and  distributes 
earnings  and  profits  of  $150  to  M  Corporation. 
Under  paragraph  (c)  of  this  section,  such 
$150  Is  allocated  to  A  Corporation’s  earnings 
and  profits  of  $200  for  1963,  consisting  of  Its 
total  earnings  and  profits  for  that  year  of 
$200  less  the  $30  received  as  a  distribution, 
from  B  Corporation’s  prior  earnings. 

Example  (2).  Domestic  corporation  M  di¬ 
rectly  owns  aU  of  the  one  class  of  stock  of 
controlled  foreign  corporation  A.  Both  cor¬ 
porations  rise  the  calendar  year  as  the  taxable 
year,  and  A  Corporation's  taxable  year  and 
Its  distribution  period  for  1963  coincide.  For 

1963,  $50  Is  Included  In  the  gross  Income  of  M 
Corporation  under  section  951(a)(1)(B)  as 
A  Corporation’s  Increase  In  earnings  invested 
for  such  year  In  United  States  property. 
For  1964,  M  Corporation  makes  a  first-tier 
election  with  respect  to  A  Corporation.  For 

1964,  A  Corporation  has  earnings  and  profits 
of  $100,  and  $10  Is  Included  In  the  gross  In¬ 
come  of  M  Corporation  under  section  951(a) 
(1)(B)  as  A  Corporation’s  Increase  In  earn¬ 
ings  Invested  for  such  year  In  United  States 
property.  During  1964,  A  Corporation  dis¬ 
tributes  earnings  and  profits  of  $80  to  M  Cor¬ 
poration;  of  this  amount  $10  Is  attributable 
under  section  969(c)(1)  to  A  Corporation’s 
1964  earnings  and  profits  required  to  be  in¬ 
cluded  In  M  Corporation’s  gross  Income  \mder 
section  951(a)(1)(B).  The  remaining  $70 
received  by  M  Corporation  Is  considered  to  be 
from  earnings  and  profits  of  A  Corporation 
for  1964  described  In  section  959(c)(3).  All 
of  the  $80  received  by  M  Corporation  counts 
toward  a  minimum  distribution  for  1964, 
even  though  under  section  959(a)  (1)  $10  of 
such  distribution  Is  excluded  from  M  Corpo¬ 
ration’s  gross  Income.  On  the  other  hand, 
if  A  Corporation  made  no  distributions  for 
1964,  no  part  of  the  $10  Included  In  the  gross 
income  for  1964  of  M  Corporation  under  sec¬ 
tion  951(a)(1)(B)  would  coimt  toward  a 
mlnlmmn  distribution. 

Example  (3).  For  1964  domestic  corpora¬ 
tion  M  makes  a  chain  election  with  respect 
to  controlled  foreign  corporation  A,  all  the 
one  class  of  stock  of  which  Is  owned  directly 
by  M  Corporation,  and  controlled  foreign 
corporation  B,  all  the  one  class  of  stock  of 
which  Is  owned  directly  by  A  Corporation. 
Corporation  M  makes  no  election  \inder  sec¬ 
tion  963  for  1963  or  1965.  Corporations  M 
and  B  use  the  calendar  year  as  the  taxable 
year,  and  A  Corporation  uses  for  Its  taxable 


year  a  fiscal  year  ending  on  September  30. 
Corporation  M  elects  to  have  the  distribu¬ 
tion  period  for  each  controlled  foreign  cor¬ 
poration  end  on  March  29,  1966,  such  date 
being  the  180th  day  after  the  close  of  A 
Corporation’s  taxable  year  ending  on  Septem¬ 
ber  30,  1964.  Corporation  A’s  distribution 
period  for  its  taxable  year  ending  on  Sep¬ 
tember  30,  1964,  begins  on  November  30. 

1963,  the  61st  day  of  such  taxable  year. 
The  distribution  period  of  B  Corporation  for 
1964  begins  on  March  1,  1964,  the  61st  day 
of  such  taxable  year.  A  distribution  count¬ 
ing  toward  a  mlnlmiim  distribution  for  1964 
may  be  made  from  the  earnings  and  profits 
of  B  Corporation  only  If  the  amount  thereof 
Is  distributed  by  B  Corporation  to  A  Corpora¬ 
tion,  and  In  turn  by  A  Corporation  to  M 
Corporation,  during  the  period  of  March  1, 

1964,  throiigh  March  29, 1966. 

Example  (4).  The  facts  are  the  same  as  in 
example  (3),  except  that  for  their  taxable 
years  ending  In  1964,  corporations  A  and 
B  each  have  emrnlngs  and  profits  (before 
distributions)  of  $100.  On  March  10,  1965, 
B  Corporation  distributes  to  A  Corporation 
a  dividend  of  '$80  upon  which  A  CorpOTa- 
tlon  Incurs  foreign  income  tax  at  the  rate 
of  10  percent.  On  March  15,  1965,  A  Cor¬ 
poration  distributes  to  M  Corporation  a 
dividend  of  $60.  Corporation  M  chooses  to 
take  Into  account  as  gross  Income  for  1964 
from  such  distribution  only  $40.  For  pur¬ 
poses  of  applying  this  section,  the  distri¬ 
bution  counting  toward  a  minimum  dis¬ 
tribution  is  $44.44,  consisting  of  the  $40 
of  earnings  and  profits  actually  received  by 
M  Corporation  plus  the  $4.44  ($40/$72x$8) 
of  foreign  income  t€ur  Incurred  by  A  Cor¬ 
poration  attributable  thereto;  A  Corpora¬ 
tion  Is  deemed  to  have  received  $44.44 
($40-r-0.90)  of  the  distribution  from  B  Cor¬ 
poration  on  September  30,  1964,  the  last 
day  of  the  taxable  year  of  A  Corporation  to 
which  the  election  relates;  and  the  foreign 
personal  holding  company  Income  derived 
by  A  Corporation  for  Its  taxable  year  ending 
In  1965  from  the  distribution  from  B  Is  only 
$35.56  ($80— $44.44).  Assiimlng  that  no  ex¬ 
ceptions,  exclxislons,  or  exemptions  were 
applicable,  subpart  F  Income  would  be 
realized  by  A  Corporation  for  Its  taxable 
year  ending  on  September  30,  1965,  upon 
the  distribution  by  B  Corporation  to  A 
Corporation,  but  only  In  the  amount  of  $32 
($35.56  less  a  deduction  under  section  954 
(b)  (5)  for  taxes  of  $3.66) . 

§  1.963—4  Limitations  on  minimum  dis¬ 
tribution  from  a  chain  or  group. 

(a)  Minimum  overall  tax  burden — (1) 
In  general.  Notwithstanding  the  fact 
that  distributions  of  the  t3^  described 
in  paragraph  (a)  of  9  1.963-3  are  made 
by  a  chain  or  group  to  the  United  States 
shareholder  in  an  amount  sufficient  to 
constitute  a  minimum  distribution  for 
the  taxable  year  of  such  shareholder 
to  which  the  chain  or  group  election  re¬ 
lates,  no  exclusion  shall  be  allowable 
under  section  963  to  such  shareholder 
with  respect  to  such  chain  or  group  for 
such  year  unless — 

(i)  Without  applsring  the  special  rules 
set  forth  in  paragraphs  (b)  and  (c)  of 
this  section,  the  overall  United  States 
and  foreign  income  tax  (as  defined  in 
subparagraph  (2)  (ii)  of  this  paragraph) 
for  the  taxable  year  with  respect  to  the 
distribution  which  is  made  equals  or 
exceeds  90  percent  of  an  amount  deter¬ 
mined  by  multipljring  the  sum  of  the 
consolidated  earnings  and  profits  (as 
determined  under  paragraph  (d)(3)  of 
§  1.963-2)  and  the  consolidated  foreign 
income  taxes  (as  determined  under  par¬ 
agraph  (e)  (2)  of  9  1.963-2)  of  such 


chain  or  group  for  the  taxable  year  with 
respect  to  such  shareholder  by  a  per¬ 
centage  which  equals  the  sum  of  the 
normal  tax  rate  and  the  8urtax  rate 
(determined  without  regard  to  the  sm- 
tax  exemption)  prescribed  by  section  11 
for  the  taxable  year  of  the  shareholder, 
or 

(ii)  With  the  application  of  the  spe¬ 
cial  rules  set  forth  in  paragraphs  (b) 
and  (c)  of  this  section — 

(a)  Such  shareholder  receives  a  pro 
rata  minimum  distribution  (as  defined 
in  subparagraph  (2)  (i)  of  this  para¬ 
graph)  from  such  chain  or  group  for 
such  taxable  year,  or 

(b)  To  the  extent  necessary,  the 
amount  of  the  foreign  income  tax  allow¬ 
able  as  a  credit  for  such  year  under 
section  901  with  respect  to  the  distribu¬ 
tion  which  is  made  is  reduced  and  credit 
for  the  reduction  is  deferred,  as  provided 
in  paragraph  (c)  (3)  of  this  section,  so 
that  the  overall  United  States  and  for¬ 
eign  income  tax  for  the  taxable  year 
with  respect  to  such  distribution  equals 
or  exceeds  the  lesser  of — 

(1)  The  overall  United  States  and 
foreign  income  tax  which  would  be  paid 
or  denied  for  such  year  with  respect  to 
a  pro  rata  minimum  distribution  re¬ 
ceived  by  such  shareholder  from  such 
chain  or  group  for  such  year,  and 

(2)  Ninety  percent  of  an  amoimt  de¬ 
termined  by  multiplying  the  sum  of  the 
consolidated  earnings  and  profits  (as 
determined  imder  paragraph  (b)  (1)  of 
this  section)  and  the  consolidated  for¬ 
eign  income  taxes  (as  determined  under 
paragraph  (b)  (1)  of  this  section)  of 
such  chain  or  group  for  the  taxable  year 
with  respect  to  such  shareholder  by  a 
percentage  which  equals  the  sum  of  the 
normal  tax  rate  and  the  surtax  rate 
(determined  without  regard  to  the  sur¬ 
tax  exemption)  prescribed  by  section  11 
for  the  taxable  year  of  the  shareholder. 

(2)  Definitions.  For  purposes  of 
§§  1.963-1  through  1.963-7— 

(i)  Pro  rata  minimum  distribution. 
A  pro  rata  minimum  distribution  from  a 
chain  or  group  for  the  taxable  year  is 
a  distribution  of  earnings  and  profits  to 
the  United  States  shareholder,  with  re¬ 
spect  to  stock  to  which  the  chain  or 
group  election  relates,  which  is  the  stat¬ 
utory  percentage  (applicable  with  re¬ 
spect  to  such  chain  or  group  as  deter¬ 
mined  under  paragraph  (b)  of  9  1.963-2) 
of  the  United  States  shareholder’s  pro¬ 
portionate  share  of  the  taxable  year’s 
earnings  and  profits  of  each  foreign  cor¬ 
poration  in  such  chain  or  group  (deter¬ 
mined  in  accordance  with  paragraph 
(d)  (2)  of  9  1.963-2  but  without  making 
any  deduction  imder  paragraph  (d)(1) 

(iii)  of  such  section) . 

(ii)  Overall  United  States  and  foreign 
income  tax.  The  overall  United  States 
and  foreign  income  tax  for  any  taxable 
year  of  a  chain  or  group  with  respect  to 
a  minimum  distribution  Is  the  sum  of — 

(a)  The  consolidated  foreign  income 
taxes  of  the  chain  or  group  for  such  year 
with  respect  to  the  United  States  share¬ 
holder  making  the  chain  or  group 
election, 

(b)  Any  other  foreign  income  tax  paid 
or  accrued  by  a  foreign  corporation  in 
the  chain  or  group  by  reason  of  the  re- 
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ceipt  of  any  distributions  counting  to¬ 
ward  such  minimum  distribution  from 
such  chain  or  group  for  that  year,  and 

(c)  The  foreign  income  tax,  if  any, 
and  United  States  income  tax  paid  or 
accrued  by  such  shareholder  upon 
amoimts  counting  toward  such  minimum 
distribution  from  such  chain  or  group 
for  such  year. 

Such  overall  United  States  and  foreign 
income  tax  shall  be  determined  with 
respect  to  such  minimum  distribution 
without  taking  into  account  any  foreign 
Income  tax  which  is  deemed  paid  for 
such  year  under  section  904(d) ,  relating 
to  carryback  and  carryover  of  excess  tax 
paid.  For  purposes  of  this  subdivision, 
the  consolidated  foreign  income  taxes  of 
the  chain  or  group  shall  be  determined 
under  paragraph  (e)  (2)  of  $1,963-2,  ap¬ 
plied  without  regard  to  the  second  sen¬ 
tence  of  paragraph  (d>  (1)  of  that  sec¬ 
tion. 

(3)  Taxes  paid  by  foreign  corporation 
on  distributions  received  during  its  dis¬ 
tribution  period.  For  purposes  of  deter¬ 
mining  foreign  income  tax  deemed  paid 
by  the  United  States  shareholder  for  the 
taxable  year  under  section  902,  if  a  dis¬ 
tribution  received  by  a  foreign  corpora¬ 
tion  in  a  chain  or  group  from  another 
foreign  corporation  in  such  chain  or 
group  after  the  close  of  the  recipient’s 
taxable  year  but  during  its  distribution 
period  for  such  year  is  allocated  to  the 
earnings  and  profits  of  such  recipient 
corporation  for  such  year  under  para¬ 
graph  (c)  (2)  of  $  1.963-3,  any  foreign 
income  tax  paid  or  accrued  by  such  re¬ 
cipient  corporation  on  such  distribution 
shall  be  treated  as  paid  or  accrued  for 
such  taxable  year. 

(4)  Illustration.  The  application  of 
this  paragraph  may  be  illustrated  by  the 
following  example: 

Example,  (a)  Domestic  corporation  M 
directly  owns  all  of  the  one  class  of  stock  of 
foreign  corporation  A,  which  In  turn  directly 
owns  all  of  the  one  class  of  stock  of  foreign 
corporation  B.  Corporation  M  makes  a  chain 
election  with  respect  to  A  Corporation  and 
B  Corporation.  All  such  corporations  use 
the  calendar  yecur  as  the  taxable  year.  As¬ 
suming  that  A  Corporation  does  not  Incur 
foreign  tax  on  amounts  distributed  by  B 
Corporation,  the  foreign  lnc(»ne  tax  and 
earnings  and  profits  of  corporations  A  and  B, 
the  effective  fcnrelgn  tax  rate,  and  the  statu¬ 
tory  percentage  for  1966,  are  as  follows : 

Contti- 
A  B  idated 


Pretax  and  predistribution  earnings 


and  profits.. . 1. 

$100 

$100 

$200 

Foreign  Incoma  tax _ 

20 

40 

60 

Earnings  and  profits _ 

80 

00 

140 

Effective  foreign  tax  rate  ($eo/[$140+ 
MOl) . 

30% 

statutory  percentage  under  sec. 

»(a(b) . 

---- 

---- 

60% 

(b)  Corporation  M  Is  entitled  for  1966 
to  exclude  Its  pro  rata  shsu'e  of  the  subpart 
F  Income  of  corporations  A  and  B  for  such 
yesur  If  It  receives  from  the  1966  consolidated 
earnings  and  profits  of  the  chain  distribu¬ 
tions  totaling  at  least  696.60  (0.69x6140) 
and  If — 

(1)  The  sum  of  the  consolidated  foreign 
Income  taxes  (660)  of  the  chain  for  1966  and 
of  the  United  States  Income  tax  for  1966 
(determined  by  taking  Into  account  the  for¬ 
eign  tax  credit  under  section  901  without 
regard  to  paragraph  (c)  of  this  section)  Im¬ 


posed  on  such  distrlbi'tlons  equals  at  least 

686.40  (OiKlX  0.48X6200); 

(2)  Under  the  special  rules  of  paragraphs 
(b)  and  (e)  of  this  section,  the  distributions 
received  consist  of  a  distribution  frmn  each 
of  corporations  A  and  B  which  is  69  percent 
of  the  earnings  and  profits  fOT  1966  of  such 
corporation,  that  Is,  a  distribution  of  655 iSO 
(0.69  x  680)  from  A  Corporation  and  of  641.40 
(0.69  X  660)  from  B  Corporation;  or 

(3)  Under  the. special  rules  of  paragraphs 
(b)  and  (c)  of  this  section,  the  foreign  tax 
credit  Is  reduced  and  deferred  to  such  an 
extent  that  the  sum  of  the  consolidated  for¬ 
eign  Income  taxes  (660)  of  the  chain  for 
1966  and  of  the  United  States  income  tax 
for  1966  (determined  by  taking  Into  account 
the  foreign  tax  credit  \mder  section  901  as 
modified  by  paragraph  (c)  of  this  section) 
Imposed  on  such  dlstarlbutlons  equals  the 
lesser  of  686.40  (0.90  X  0.48  x  6200)  and  the 
amount  which  the  sum  of  such  taxes  would 
be  If  M  Corporation  were  to  receive  a  dis¬ 
tribution  of  655.20  (0.69  X  680)  from  the  1966 
earnlxigs  and  profits  of  A  Corporation  and 

641.40  (0.69  x  660)  from  the  1966  earnings 
and  profits  of  B  Corporation. 

(b)  Special  rules  for  determining 
earnings  and  profits  and  foreign  income 
taxes.  For  purposes  of  determining  the 
minimum  overall  tax  burden  under  para¬ 
graph  (a)(l)(ii)  of  this  section,  $S  1.- 
963-2  and  1.963-3  shall  apply  as  modified 
by  the  following  subparagraphs: 

(1)  Exclusion  of  tax  on  intercorporate 
distributions.  The  consolidated  earn¬ 
ings  and  profits  and  consolidated  for¬ 
eign  income  taxes  of  a  chain  or  group 
for  the  taxable  year  shall  be  determined 
in  accordance  with  $  1.963-2,  except  that 
foreign  income  tax  referred  to  in  para¬ 
graph  (d)  (1)  (iii)  of  such  section  may 
be  taken  into  account  in  determining  the 
effective  foreign  tax  rate  only — 

(1)  To  the  extent  that  such  tax  is  not 
deemed  paid  by  the  United  States  share¬ 
holder  under  section  902  (as  modified  by 
paragraph  (c)  of  this  section)  for  its 
taxable  year  to  which  the  chain  or  group 
election  relates,  or 

(ii)  If,  by  tal^g  the  tax  into  account, 
the  effective  foreign  tax  rate  with  respect 
to  such  chain  or  group,  as  determined 
under  paragraph  (c)  (2)  of  §  1.963-2,  ex¬ 
ceeds  the  highest  effective  foreign  tax 
rate  requiring  a  distribution  under  sec¬ 
tion  963(b)  for  such  year  of  the  share¬ 
holder. 

(2)  Allocation  of  deficits.  For  pur¬ 
poses  of  determining  the  amount  of  each 
foreign  corporation’s  share  of  a  pro  rata 
minimum  distribution  from  a  chain  or 
group  for  the  taxable  year  and  for  pur¬ 
poses  of  determining  the  foreign  tax 
credit  under  paragraph  (c)  of  this  sec¬ 
tion  of  the  United  States  shareholder 
with  respect  to  such  distribution — 

(i)  Deficits  of  foreign  corporations. 
The  total  of  the  United  States  share¬ 
holder’s  proportionate  shares,  as  deter¬ 
mined  under  paragraph  (d)  (2)  (ii)  of 
$  1.963-2,  of  the  deficit  of  every  foreign 
corporation  in  the  chain  or  group  having 
a  deficit  for  the  taxable  year  shall  be 
allocated  against  and  shall  reduce  such 
shareholder’s  proportionate  share,  as  de¬ 
termined  under  paragraph  (d)  (2)  (i)  of 
§  1.963-2,  of  the  earnings  smd  profits  for 
the  taxable  year  of  each  other  foreign 
corporation  in  the  chain  or  group  having 
earnings  and  profits  for  such  srear  in  an 
amount  which  bears  to  such  total  of 


shares  of  deficit  the  same  ratio  which 
such  share  of  earnings  and  profits  bears 
to  the  total  of  such  shareholder’s  pro¬ 
portionate  shares,  as  so  determined,  of 
the  earnings  and  profits  of  all  foreign 
corporations  in  the  chain  or  group  hav¬ 
ing  earnings  and  profits  for  the  taxable 
year. 

(ii)  Deficits  of  foreign  branches.  If  for 
the  taxable  year  a  group  includes  under 
paragraph  (f )  (4)  of  $  1.963-1  foreign 
branches  the  aggregate  of  whose  allow¬ 
able  deductions  (other  than  any  net 
operating  loss  deduction)  exceeds  the 
aggr^ate  of  their  gross  incomes  for  the 
taxable  year,  determined  as  provided  in 
paragraph  (f )  (4)  (ii)  of  such  section,  the 
amount  of  such  excess  shall  be  allocated 
as  provided  by  subdivision  (i)  of  this 
subparagraph. 

(3)  Distributions  through  a  chain  or 
group.  In  determining  whether  and  to 
what  extent  a  distribution  for  any  tax¬ 
able  year  has  been  made  out  of  the  earn¬ 
ings  and  profits  of  a  foreign  corporation 
included  in  a  chain  of  ownership  de¬ 
scribed  in  section  958(a)  consisting  of 
two  or  more  corporations  in  a  chain  or 
group  for  the  taxable  year,  the  following 
subdivisions  shall  apply: 

(i)  Allocation  first  to  income  received 
as  a  distribution.  If  any  foreign  corpo¬ 
ration  included  in  the  chain  or  group 
for  the  taxable  year  receives  a  distribu¬ 
tion  for  such  year  from  another  foreign 
corporation  in  the  chain  or  group  and 
in  turn  makes  a  distribution  for  the  tax¬ 
able  year,  the  distribution  so  made  shall 
first  be  allocated  to  the  earnings  and 
profits,  to  the  extent  thereof,  attributa¬ 
ble  to  the  distribution  so  received;  if 
distributions  are  received  from  more 
than  one  other  corporation  in  the  chain 
or  group,  the  -distribution  made  by  the 
recipient  corporation  shall  be  appor¬ 
tioned  among  all  such  amounts.  For 
piui>oses  of  determining  whether  a  dis¬ 
tribution  is  made  or  received  for  the  tax¬ 
able  year,  see  paragraph  (c)  of  S  1.963-3. 

(ii)  Successive  distributions  through 
a  chain  or  group.  If  any  foreign  corpo¬ 
ration  included  in  the  chain  or  group 
for  the  taxable  year  distributes  an 
amoimt  from  its  earnings  and  profits  of 
such  year,  the  amount  so  distributed 
shall  be  considered  to  be  received  from 
such  earnings  and  profits  by  the  United 
States  shareholder  to  the  extent  the 
amount  is  distributed  by  successive  dis¬ 
tributions  made  by  each  other  foreign 
corporation  in  the  chain  or  group  for 
the  taxable  year  through  the  chain  of 
ownership  described  in  section  958(a) 
into  the  hands  of  such  shareholder  . 

(iii)  Distribution  determined  without 
reduction  by  taxes  of  intervening  corpo¬ 
rations.  If,  for  the  taxable  year  to  which 
the  election  to  secure  an  exclusion  under 
section  963  applies,  the  United  States 
shareholder  receives  a  distribution  to 
which  subdivision  (ii)  of  this  subpara¬ 
graph  applies,  the  entire  amount  dis¬ 
tributed  by  the  foreign  corporation  from 
such  shareholder’s  proportionate  share 
of  its  earnings  and  profits  for  the  tax¬ 
able  year  shall,  except  where  taxes  re¬ 
ferred  to  in  paragraph  (d)  (1)  (ill)  of 
$  1.963-2  axe  taken  into  account  as  pro¬ 
vided  by  subparagraph  (1)  of  this  para- 


13337 


Friday,  September  25,  1964  FEDERAL  REGISTER 


graph,  count  toward  a  minimum  dis¬ 
tribution  and  shall  not  be  reduced  for 
such  purpose  by  an  foreign  income  tax 
paid  or  accrued  on  such  amount  by  an¬ 
other  foreign  corporation  in  the  chain 
or  group  through  which  such  amoimt  Is 
distributed  by  successive  distributions 
into  the  hands  of  such  shareholder.  The 
application  of  this  subdivision  may  be 
illustrated  by  the  following  examples: 

Example  {!).  For  1966,  domestic  corpo¬ 
ration  M  makes  a  chain  election  with  re¬ 
spect  to  controlled  foreign  ccxporatlon  A, 
all  the  one  class  of  stock  of  which  Is  di¬ 
rectly  owned  by  M  Corporation,  and  con¬ 
trolled  fOTelgn  corporation  B,  all  the  one 
class  of  stock  of  which  Is  directly  owned 
by  A  Corporation.  All  corporations  use  the 
the  calendar  year  as  the  taxable  year.  Cor¬ 
poration  M  compiles  with  the  special  rules 
of  this  paragraph  and  paragraph  (c)  of  this 
section  for  the  taxable  year.  Corporation 
A’s  only  Income  for  1966  Is  a  dividend  of 
$52.60  distributed  In  such  year  by  B  Cor¬ 
poration.  on  which  A  Corporation  Is  sub¬ 
ject  to  an  Income  tax  of  $10.60.  The  remam- 
Ing  ^  ($62.60  less  $10.60)  Is  distributed  by 
A  Corporation  for  1966  to  M  Corporation. 
The  full  $62.60  distributed  by  B  Corporation 
counts  toward  a  minimum  distribution  by 
the  chain  for  1966. 

Example  (2).  For  1966,  domestic  corpo¬ 
ration  M  makes  a  chain  election  with  re¬ 
spect  to  controUed  foreign  corporation  A, 
all  the  one  class  of  stock  of  which  It  owns 
directly,  and  controlled  foreign  corporation 
B,  all  the  one  class  of  stock  of  which  A 
Corporation  own  directly.  All  corporations 
use  the  calendar  year  as  the  taxable  year. 
Corporation  M  compiles  with  the  special 
rules  of  this  paragraph  and  paragraph  (c) 
of  this  section  for  the  taxable  year.  The 
predistribution  and  pretax  earnings  and 
profits  for  1966  of  B  Corporation  are  $100, 
and  of  A  Corporation,  $0.  Corporation  B 
pays  foreign  Income  tax  of  $30  and  d\irlng 
the  year  distributes  $70.  On  such  $70,  A 
Corporation  pays  foreign  Income  tax  of 
$14.  By  applying  paragn^h  (d)(1)  (111)  of 
{ 1.963-2,  the  consolidated  foreign  Income 
taxes  of  the  chain  for  1966  su’e  $44  (*$30+ 
$14)  and  the  consolidated  earnings  and 
profits  of  the  chain  are  $66  ($70— $14); 
In  such  case,  the  effective  foreign  tax  rate 
of  the  chain  for  1966  is  44  percent  ($44/ 
l$56+$44])  and  thus  In  excess  of  the  high¬ 
est  effective  foreign  tax  rate  requiring  a 
distribution  for  such  year  imder  section 
963(b) .  Since  M  Corporation  may  thus  take 
A  Corporation’s  tax  of  $14  into  accoimt,  the 
statutory  percentage  imder  section  963(b) 
tor  1966  Is  zero  percent  and  the  amoimt  of 
the  minlmvun  distribution  required  to  be 
made  by  the  chain  Is  $0. 

(c)  Special  foreign  tax  credit  rules — 
(1)  In  general.  In  determining  the 
minimum  overall  tax  burden  under  para¬ 
graph  (a)  (1)  (ii)  of  this  section,  the 
foreign  tax  credit  of  the  United  States 
shareholder  with  respect  to  a  minimum 
distribution  received  for  the  taxable 
year  from  the  chain  or  group  shall  be 
determined  imder  the  provisions  of  sec¬ 
tions  901  through  905  as  modified  by 
S  1.963-3  except  that— 

(i)  Under  subparagrs^h  (2)  of  this 
paragraph¬ 
ed)  Taxes  of  a  second-tier  corpora¬ 
tion  making  a  distribution  through  a 
first-tier  corporation  shall  not  be 
averaged  with  taxes  of  such  first-tier 
corporation. 

(b)  Taxes  of  a  first-tier  corporation 
or  a  second-tier  corporation  on  a  dis¬ 
tribution  made  through  such  corpora¬ 
tion  shall  not  be  averaged  with  such 
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corporation’s  taxes  on  its  other  income; 
and 

(c)  Taxes  of  a  first-tier  corporation 
or  a  second-tier  corpOTation  shall  not  be 
deemed  paid  with  respect  to  distributions 
from  the  earnings  and  profits  of  such 
corporation  which  are  offset  by  a 
deficit  allocated  under  paragraph  (b)  (2) 
of  this  section  to  the  United  States 
shareholder’s  proportionate  share  of  the 
earnings  and  profits  of  such  corporation; 
and 

(ii)  The  foreign  tax  credit  may  be 
reduced  and  the  reduction  deferred  un¬ 
der  subparagraph  (3)  of  this  paragraph 
to  another  taxable  year  of  the  United 
States  shareholder. 

(2)  Nonaveraging  of  tea — (i)  Year 
of  minimum  distribution — (a)  Taxes 
deemed  paid  by  a  first-tier  corporation 
and  taxes  actually  paid  by  such  corpo¬ 
ration.  If,  by  successive  distributions 
through  a  chain  or  group,  a  United 
States  shareholder  receives  for  a  taxable 
year  a  distribution  of  the  earnings  and 
profits  for  such  year  of  any  corpora¬ 
tion  in  such  chain  or  group,  and  if  both 
section  902(a)  and  section  902(b)  ap¬ 
ply  with  respect  to  such  distribution, 
all  the  taxes  deemed  paid  under  sec¬ 
tion  902(b)  by  the  first-tier  corpora¬ 
tion  described  in  section  902(a)  witti 
respect  to  such  distribution  of  such 
earnings  and  profits  shall  be  deemed 
paid  by  the  United  States  shareholder 
for  such  taxable  year  under  section 
902(a)  with  respect  to  the  earnings  and 
profits  so  distributed  and,  notwith¬ 
standing  the  rules  otherwise  applicable 
under  section  902,  no  part  of  ^e  taxes 
so  deemed  paid  by  such  first-tier  corpo¬ 
ration  shall  be  attributed  to  other  earn¬ 
ings  and  profits  of  such  first-tier  corpo¬ 
ration  for  such  year  and  no  part  of 
the  taxes  paid  or  accrued  with  respect 
to  such  other  earnings  and  profits  shall 
be  attributed  to  the  earnings  and 
profits  so  received  as  a  distribution. 

(b)  Taxes  of  a  foreign  corporation 
paid  on  intercorporate  distributions  and 
on  other  income.  If,  by  successive  dis¬ 
tributions  through  a  chain  or  group,  a 
United  States  shareholder  receives  for 
a  taxable  year  a  distribution  of  the  earn¬ 
ings  and  profits  for  such  year  of  any 
corporation  in  such  chain  or  group,  then 
in  applying  section  902(a)  with  respect 
to  such  distributiem  through  a  first-tier 
corporation  described  in  section  902(a). 
or  in  applying  section  902(b)  with  re¬ 
spect  to  such  distribution  tiirough  a 
second-tier  corporation  described  in  sec¬ 
tion  902(b),  as  the  case  may  be,  the 
taxes  of  such  corporation  which  shall 
be  taken  into  account  in  determining 
taxes  deemed  paid  imder  such  section 
shall  be  the  foreign  income  tax  actually 
paid  or  accrued  for  the  taxable  year  by 
such  first-tier  or  second-tier  corpora¬ 
tion,  as  the  case  may  be,  with  respect 
to  such  distrlbutiim;  and.  notwith¬ 
standing  the  rules  otherwise  applicaUe 
imder  section  902,  no  part  of  the  taxes 
so  paid  by  such  first-tier  or  second-tier 
corporation  shall  be  attributed  to  other 
earnings  and  profits  of  such  corporation 
for  such  year  and  no  part  of  the  taxes 
paid  or  accrued  with  respect  to  such 
other  earnings  and  profits  shall  be 
attributed  to  the  earnings  and  profits 
so  received  as  a  distribution. 


(c)  Corporation  with  earnings  and 
profits  reduced  by  allocated  deficits.  In 
the  application  of  section  902,  a  United 
States  shareholder’s  proportimiate  share 
of  the  earnings  and  profits  for  the  tax¬ 
able  year  of  a  foreign  corporation  to 
which  the  chain  or  group  election  applies 
shall  refiect  the  reductiem  of  such  earn¬ 
ings  and  profits  by  deficits  allocated 
thereto  under  paragraph  (b)  (2)  of  this 
section.  No  taxes  paid  or  accrued  by 
such  corporation  shall  be  deemed  paid 
under  section  902  with  respect  to  a  dls- 
tributiim  to  such  shareholder  from  the 
earnings  and  profits  of  such  corporation 
for  such  year  to  the  extent  that  such  dis- 
tributioh  exceeds  the  sharehold^s  pro¬ 
portionate  share  as  so  reduced. 

(ii)  Year  of  distribution  of  remaining 
earnings  and  profits.  If  for  a  taxable 
year  in  respect  of  which  a  United  States 
shareholder  receives  a  minimum  distri¬ 
bution  pursuant  to  an  election  under  sec¬ 
tion  963  and  in  respect  of  which  the  pro- 
vislcms  of  this  sulH>arstgraph  are 
applied — 

(a)  The  foreign  income  tax  which  is 
paid  or  accrued  by  a  foreign  corporation 
for  such  year,  by  reason  of  the  receipt 
and  pasnnent  or  earnings  and  profits 
counting  toward  such  minimum  distribu¬ 
tion,  is  deemed  paid  under  subdivision 
(i)  (a)  or  (Z>)  of  this  paragraph. 

(b)  The  pretax  and  predistribution 
earnings  and  profits  for  such  year  of  a 
foreign  corporation  in  a  chain  or  group 
with  respect  to  stock  on  which  such 
minimum  distribution  is  received  are 
reduced  by  reason  of  the  deduction  under 
paragraph  (d)  (1)  (i)  of  §  1.963-2  of  dis¬ 
tributions  received  from  other  corpora¬ 
tions  in  such  chain  or  group,  or 

(c)  Such  shareholder’s  proportionate 
share  of  the  earnings  and  profits  for  such 
year  of  a  foreign  corporation  in  a  chain 
or  group  making  a  distribution  counting  . 
toward  such  minimum  distribution  is 
reduced  by  the  allocation  thereto  under 
paragraph  (b)  (2)  of  this  section  of  a 
portion  of  the  deficits  of  foreign  branches 
or  other  foreign  corporations  in  such 
chain  or  group. 

the  pretax  and  predistribution  earnings 
and  profits  of  such  foreign  corporation 
for  such  year  to  which  such  minimum 
distribution  is  attributable  and  the  for¬ 
eign  income  tax  which  is  tak^  into  ac¬ 
count  in  determining  tax  deemed  paid 
under  section  902  on  such  pretax  and 
predistribution  earnings  and  profits  shall 
not  be  taken  into  account  in  the  appli¬ 
cation  of  section  902  when  other  earn¬ 
ings  and  profits  of  such  foreign  corpora¬ 
tion  for  such  year  are  distributed  in  a 
subsequent  taxable  year  of  such  foreign 
corporation  to  such  shareholder.  For 
the  purpose  of  applying  the  preceding 
sentence  to  a  case  in  which  (c)  of  this 
subdivision  applies,  the  pretax  and  pre¬ 
distribution  earnings  and  profits  of  the 
foreign  corporation  for  such  year  to 
which  tile  minimum  distributed  is  at¬ 
tributable  shall  be  the  amount  of  such 
corporation’s  earnings  and  profits  which 
are  distributed  and  count  toward  the 
minimum  distribution  plus  the  foreign 
income  tax  of  such  foreign  corporation 
allocated  thereto  in  determining  the 
taxes  deemed  paid  under  section  902 


RUL^S  'AND  irfOULAtlONS 


for  the  taxable  year  of  the  minimum 
distaibutioD. 

(ill)  Illustrations.  The  M>Plicatlon  of 
this  8ubparacriu;)h  may  be  illustrated  by 
the  following  examples: 

Example  (I).  Domestic  omporstkm  If 
makes  a  chain  election  for  1966  with  respect 
to  controlled  foreign  corporation  A,  which  Is 
whoUy  owned  directly  by  M  CocpOTatlon. 
and  controlled  foreign  corporation  B,  which 
is  whoUy  owned  directly  by  A  Corporation. 
Bach  corporation  uses  the  calendar  year  as 
the  taxable  year.  In  1966,  corporations  A 
and  B  are  subject  to  foreig^  Income  tax  at 
the  rates  of  20  percent  and  80  percent,  re¬ 
spectively,  with  no  deduction  being  allowed 
for  dividends  received  or  paid;  each  such 
corporation  has  pretax  and  predlstrlbutlon 
earnings  and  profits  of  $100.  Corporation 
M  receives  from  the  chain  a  pro  rata  mini¬ 
mum  distribution  for  such  year  and  applies 
thereto  the  special  niles  of  this  paragraph 
and  paragraph  (b)  of  this  section.  Corpora¬ 
tion  A  Is  not  a  leas  developed  coimtry  corpo¬ 
ration  under  section  902(d).  The  1966  for¬ 
eign  Income  tax  of  corporations  A  and  B 
which  is  deemed  paid  by  M  Corporation 
under  section  902(a)  for  1966,  and  the  re¬ 
maining  tax  which  Is  allocated  to  earnings 
and  profits  to  be  distributed  to  M  Corpora¬ 
tion  In  future  years,  are  determined  as 
follows: 


Example  (J).  ror  1966,  domestic  corpo¬ 
ration  If  makes  a  group  election  with  respect 
to  continued  foreign  corporations  A  and 
B,  both  of.  which  are  whoUy  owned  directly 
by  If  Corporation,  and  foreign  branch  C  of 
If  Corporation.  AU  such  corporations  use 
the  calendar  year  as  the  taxable  year.  Cor¬ 
poration  M  receives  a  pro  rata  iwitiimum  hib. 
trlbutlon  from  the  group  for  1966  and  ap- 
pUes  thereto  the  special  rules  of  this  para¬ 
graph  and  paragraph  (b)  of  this  section. 
Neither  foreign  corporation  is  a  less  de¬ 
veloped  country  corporation  under  section 
902(d).  Colorations  A  and  B  pay  foreign 
Income  tax  at  a  fiat  rate  of  20  percent  and 
so'  percent,  respectively.  The  1966  foreign 
Income  tax  of  corpcnratlons  A  and  B  which 
is  deemed  paid  by  M  Corporation  under  sec¬ 
tion  902(a)  txx  1966,  and  the  remaining  tax 
which  is  aUocated  to  earnings  and  profits 
to  be  distributed  to  M  Corporation  In  future 
years,  are  determined  as  foUows: 


tutcry  percentage  under 

ictlon  Ow(b) _ 

loont  dJstribmed  by  for¬ 
eign  eoiporstlons  as  a  pro 
rats  muifannTn  dMrlfm- 
tlon  for  1900  and  amount 
received  by  M  Carpers' 
tkm: 


(O.70X$7O). 


(0.70X180) 


00.80  114.00 


a  deemed  paid  by  M  Ckir- 
poratlon  lor  1000  for  pur- 
poees  of  groesHip  under 
see.  78  and  foreign  tax 
credit: 

[$63.20/|70X$») . 


[t80.80/$80X$20). 


Bemaining  1006  eaminga  and 
profits  for  future  distrlba- 
tion  to  M  Corporation: 

(170-163.20) _ 

(|8O-$0O.8O) . 

Fweipi  income  tax  attribut¬ 
able  to  1960  enrnlnpn  and 
profits  remaining  to  fu- 
tnre  distribution  to  M 


(mMivo/m).. 

($10.20/$80X$20). 


A  B  Branch  C  Total 

160.00  $00.00  ($20)  $100.00 

12.00  18.00  . .  30.00 

48.00  42.00  (20)  70.00 


Pretax  and  predistribution  earnings  and  profits  (and  deficit)  of  the  group. 
Foreign  income  tax _ _ _ _ _ _ 


Eainlnra  and  profits  (and  d^dt). 


Allocation  of  deficit  of  Branch  C: 

($48/I$4H-$42]X$20) . 

($42/l$«+$42jx$20) . . 

Consolidated  earning  and jmfits  of  the  group. 


Effective  foreign  tax  rate  (I 


Statutory  percentage  under  sec.  968(b) _ _ _ _ _ 

Amount  received  by  M  Corporation  as  pro  rato  Tninlinnin  distribution  for 
1966:  Minimum  percent^  of  earnings  and  profits: 

(0.60X$37.33) . 

(0.69X$32.67) . 

Tax  deemed  paid  by  M  OorporaUon  for  1966  for  purposes  of  gross-up  under 
sec.  78  and  foreign  tax  credit: 


A  B  TUoI 

$100.00  $100.00  $200.00 

20.00  80.00  60.00 

80.00  70.00  160.00 

2M{,  Bemainlng  eui^gs  and  profits  for  foture  dlsMbution  to  M  ^rpora- 
tion: 

Foreign  income  tax  attributable  to  1966  earnings  and  profits  remaining  for 
future  distribution  to  M  Corporation: 

00.80  ($12-88.28) . . . 

68. 20  114. 00  ($18-812.40) . 


section  9ra(b) . . 

Amount  distributed  as  pro 
rata  minimum  distrlDu- 
tlon  for  1966: 

(0.76X880) . 

(0.70X870) . 

Amount  reeved  by  M  Cor¬ 
poration  as  pro  rata  mini¬ 
mum  distribution: 

A  Corporation’s  distribu¬ 
tion . . 

B  Corporation’s  distribu¬ 
tion  ($68.20-(0.20X 
$68,201),  or  ($68.20- 

$10.64) . 

Amount  of  tax  counted 
toward  minlmnni  distribu¬ 
tion..... _ 

Tax  deemed  paid  by  M  Cor¬ 
poration  for  1966  for  pur¬ 
poses  of  gross-up  under 
sec.  78  and  foreign  tax 
credit: 

($60.80/$80X$20) . 

(1$42.60/$42.66X$10.64] 
-f  ($68.20/$70X$80J)  or 

($10.64-i-$22.80) . 

Bemainlng  1966  earnings  and 
profits  for  future  dtetrlbu- 
tion  to  M  Corporation: 

($80-860.80) . 

($70-868.90) . . 

Foreign  income  tax  attribut¬ 
able  to  1906  earnings  and 
profits  remaining  for  fu¬ 
ture  distribution  to  M 
Corporation: 

($19.20/$80X$20) . 

($10.8O/$7OX$3O) . 


Example  (4).  The  facts  are  the  same  as 
In  example  (3)  except  that  the  group  does 
not  make  a  pro  rata  miniTmim  distribution 
but  distributes  $68.30  consisting  of  $48 
distributed  by  A  Corporation  and  $20A0 
distributed  by  B  CorjxMratlon.  M  Corpora¬ 
tion  compiles  with  the  special  rules  of  thin 
I>aragraph  and  paragraph  (b)  of  this  section. 


The  1966  foreign  Income  tax  of  corporations 
A  and  B  which  Is  deemed  pedd  by  M  Corpora¬ 
tion  under  section  902(a)  for  1966,  and  the 
remaining  tax  which  Is  allocated  to  earnings 
an4  iHrofits  to  be  distributed  to  M  Corpora¬ 
tion  In  future  years,  are  determined  as 
follows: 


A  B  Branch  C  Total 

$48.00'  $20.30  $68.30 


Amounts  received  by  M  Corporation . . 

Tax  deemed  paid  by  M  Corporation  for  1966  for  purposes  of  gross-up  imder 
sec.  78  and  foreign  tax  credit: 


1A20 


r$37.33/$37.33X$l^ 


($20.80/$S2.67X$18) . 

Bemaining  1966  earnings  and  profits  for  future  distribution  to  M  Corpora¬ 
tion: 

($48-848) . 

($42-820.80) . . . 

Foreign  income  tax  attributable  to  1966  earnings  and  profits  remaining  for 
future  distribution  to  M  Corporatfon:  ($12— ^2)($18— 11.19) . . 


19.20 

16.80  86.00 

(3)  Reduction  and  deferral  of  the  for¬ 
eign  tax  credit — (1)  In  general.  To  the 
extent  specified  in  paragraph  (a)  (1)  (U) 

7  90  19  on  section  a  reduction  shall  be 

made  in  the  foreign  tax  credit  allowable 
ts  sre  the  same  as  under  section  901  for  the  taxable  year 
respect  to  dletrlbutioM  countog 
JSint  ^  B  Oorpomuon.  S'tS  r»2  ot  dlstributloil  for  such 

20  percent;  and  A  Corporation  Is  aUowed  clmin  or  group;  and  such 

a  deduction,  In  computing  Its  Income  sub-  reduction  in  credit  shall  be  allocated,  as 
Ject  to  tax,  for  the  fuU  amount  of  dividends  provided  in  subdivision  (ii)  of  this  sub¬ 
received.  The  determination  of  tax  deemed  paragraph,  to  foreign  corporations  in 
paid  for  1966  is  as  foUows:  su(di  chain  or  group  and  deferred,  as 

A  B  Total  provided  in  subdivision  (iii)  of  this  sub- 
paragraph,  to  subsequent  taxable  years 
Uhited  States  shar^older. 

(ii)  Allocation  of  reduction  in  foreign 
70. 00  80.00  160.00  tox  Credit.  The  amount  of  anv  reduction 


Pretox  and  predistribution 

earnings  and  profits _ 

Foreign  moome  tax . . 

CoosoUdatod  —minp  and 

profits . . 

Eneotlve  foreiim  tax  rate 

($8(yi$160+$8Sl) . 
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tion  shall  be  allocated  to  any  other 
corporations  in  the  chain  or  group  or  to 
any  foreign  branches  included  under 
paragraph  (f)(4)  of  S  1-963-1  in  the 
group  as  wholly  owned  foreign  subsidiary 
corporations. 

(iii)  Deferral  of  allocated  credit — (a) 
Allowance  of  credit  in  subsequent  years. 
The  reduction  in  foreign  tax  credit  allo¬ 
cated  to  a  first-tier  or  second-tier  corpo¬ 
ration  in  the  chain  or  group  for  a  taxable 
year  under  subdivision  (ii)  of  this  sub- 
paragraph  shall  be  deemed  paid  under 
the  principles  of  section  902  (applicable 
to  foreign  corporations  which  are  not  less 
developed  country  corporations)  with 
respect  to  distributions,  to  the  extent 
made  by  such  corporation  to  the  United 
States  shareholder  referred  to  in  sub¬ 
division  (ii)  of  this  subparagraph,  in  a 
subsequent  taxable  year  from  the  undis- 
tribut^  earnings  and  profits  of  such  cor¬ 
poration  for  such  year  of  allocation. 
Thus,  for  example,  in  the  case  of  a  dis¬ 
tribution  in  the  subsequent  year  from 
such  earnings  and  profits  by  a  first-tier 
corporation,  the  tax  deemed  paid  shall 
be  an  amount  which  bears  to  the  total  of 
such  reduction  in  foreign  tax  credit  the 
same  ratio  that  the  distribution  to  the 
shareholder  in  the  subsequent  year  bears 
to  such  shareholder’s  proportionate  share 
of  such  undistributed  earnings  and 
profits  for  the  year  of  allocation. 

(b)  Limitations  on  use  of  deferred 
credit.  The  deferred  tax  so  deemed  paid 
shall  be  deemed  paid  for  such  subsequent 
taxable  year  and  shall  be  allowed  under 
section  901  (without  regard  to  the  limita¬ 
tions  under  section  904)  as  a  credit 
against  the  income  tax  imposed  for  such 
year  by  chapter  1  of  the  Code,  but  the 
amount  of  such  credit  shall  not  exceed 
the  excess  of  the  tax  so  imposed  for  such 
year  over  the  credit  (determined  without 
regard  to  this  subdivision  (iii) )  allowed 
under  sections  901  through  905  for  such 
year.  Any  amoxint  by  which  the  deferred 
tax  so  deemed  paid  in  such  subsequent 
taxable  year  exceeds  the  limitation  under 
the  preceding  sentence  shall  not  be  car¬ 
ried  back  or  carried  over  under  section 
904(d)  to  another  taxable  year  of  the 
United  States  shareholder.  No  credit 
shall  be  allowed  under  this  subdivision 
for  the  subsequent  taxable  year  to  the 
extent  that  the  credit  would  reduce  the 
tax  of  the  United  States  shareholder 
under  chapter  1  of  the  Code  on  any  mini¬ 
mum  distribution  for  such  year  to  which 
section  963  applies. 

(c)  Gross-up  not  applicable.  Any 
amount  allow^  as  a  credit  for  a  subse¬ 
quent  taxable  year  imder  this  subdivision 
shall  not  be  included  in  the  gross  income 
of  the  United  States  shareholder  for  such 
year  under  section  78. 

(d)  Illustrations.  The  application  of 
this  section  may  be  illustrated  by  the 
following  examples;  in  which  the  surtax 
exemption  prodded  by  section  11(c)  is 
disregarded: 

Example  (1).  (a)  Por  1968,  domestic  cor¬ 
poration  M  makes  a  chain  election  with  re¬ 
spect  to  controlled  foreign  corporation  A, 
which  It  wholly  owns  directly,  and  controlled 
forelgm  corporation  B,  which  A  Corporation 


wholly  owns  directly.  Corporation  A  Is  not 
a  less  deTel(^>ed  coimtry  corporation  under 
section  902(d).  All  corporations  use  the 
calendar  year  as  the  taxable  year.  Tor  1966, 
M  Corporation  compiles  with  the  special 
rules  of  this  paragraph  and  paragraph  (b) 
of  this  section.  Corporation  A  has  pretax 
and  predistribution  earnings  and  pfoflts  for 
1966  of  $40  and  Is  subject  to  foreign  Income 
tax  at  a  flat  rate  of  36  percent,  with  no  de¬ 
duction  being  allowed  tor  dividends  received 
or  paid.  B  Corporation  has  pretax  and  pre- 
distrlbutlon  earnings  and  proflts  of  $60  for 
1966  and  is  subject  to  a  foreign  Income  tax 
at  a  flat  rate  of  20  percent,  with  no  deduc¬ 
tion  being  allowed  for  dividends  received 
or  paid.  For  1967,  B  Corporation  has  no 
earnings  and  proflts,  A  Corporation  has  no 
earnings  and  proflts  other  than  a  dividend 
of  $21.22  from  B  Corporation,  and  M  Cor¬ 
poration  has  taxable  Incmne  of  $20.98  from 
United  States  sources.  Corporation  M  uses 
the  overall  limitation  under  section  904(a) 
(2)  on  the  foreign  tax  credit. 

(b)  If  a  pro  rata  mlnlmiun  distribution 
were  made  for  1066,  the  overall  United  States 
and  foreign  income  tax  for  such  year  with 
respect  to  such  dlstrlbu 
determined  as  follows; 


Pretax  and  predistribution  earn¬ 
ings  and  proflts . . 

Foreign  income  tax: 

(0.36X$40) . 

(0.20X$60) . 

Consolidate  earnings  and  prof¬ 
its . 

Effective  foreign  tax  rate  ($26.- 

40/($73.6(H-$26.40]) . 

Statutory  pwcentage  under  sec. 

963(b) . 

Amount  distributed  as  pro  rata 
minimum  distribution: 

(0.69X$26.60) . . .  17.66 

(0.69X$48) . 

Amount  received  by  M  Corpo¬ 
ration  as  pro  rata  minlrnmn 
distribution: 

A  Corporation’s  distribution. 

B  Corporation’s  distribution 
($33.12-10.36X$33.121),  OT 

($33.12-111.92) . 

Gross-up  under  sec.  78: 

($17.66/$26.60X$14.40) . 

($21.20/$21.20Xl$11.92-K$33.12/ 
$48X$12)1),  or  ($11.92-|-$8.- 
28) . 

Taxable  Income  of  M  Cmpora- 
tlon _ _ _ 


1968 

A 

Distributiims  made .  $24. 00 

Amount  received  by  M 
Corporation: 

A  Corporation’s  distribu¬ 
tion .  24.00 

B  Corporation’s  distribu-  .. 
tion  ($26. 78-10. 36X 
26.78]),or($26.78-$».64). 

Qross-up  under  sec.  78: 

($24/$25.60X$14.40) .  13.60 

($17.14/$17.14Xt$8.64-H 
($26.78/$48X$12)],or 
($9.64-l-$6.70) . 

Taxable  income  of  M  Corpora¬ 
tion . 

Tentative  U.S.  betoe  fcveign 
tax  credit  ($70.98X.48) . 

Less:  Tentative  fc^eign  tax 
credit  (as  computed  imder 
gross-up  above) . - 

Tentative  U.S.  tax  payable _ _ 

Tentative  overall  U.S.  and 
foreign  income  tax  ($20.40-|- 
$9.64-i-$4.23) . 

Overall  U.S.  and  foreign  tax 
which  would  be  paid  with 
respect  to  a  pro  rata  mini¬ 
mum  distribution  (par.  (b) 


B 

$26.78 


Total 

$80.78 


17. 14  41. 14 


16. 34  20. 84 


70.08 

34.07 

29.84 

4.23 

40.27 


Insufficient  overall  U.S.  and 

A 

$40.00 

B 

$60.00 

Total 

foreign  income  tax  ($41.30— 

$40.27) . . . 

Reduced  foreign  tax  credit 

1.03 

$100.00 

($29  H4-$l.  0.31 

28.81 

14.40 

U.S.  tax  payable  ($34.07- 

12.00 

$26.40 

$28.81) . 

Overall  U.S.  and  foreign  income 

6.26 

28.60 

48.00 

73.60 

tax  ($26. 4(H-$9. 64-]-$8. 26).... 
Reduction  in  foreign  tax  credit 

41.30 

26.4% 

to  bo  deferred  ($29. 84— 

$28.81) . 

1.03 

17.66 


0.94 


69% 


33.12  $60.78 


21. 20  38. 86 


20. 20  30. 14 


69.00 


Remaining  1966  earnings  and 
proflts  of: 

A  Corporation  ($28. 60— $24).  1. 60 

B  CorpOTation  ($48-$26.78).  21.22  22.82 

Allocation  of  reduction  in  for¬ 
eign  tax  credit  to  remaining 
1966  earnings  and  proflts  of: 

A  Corpwation  ($1. 60/22. 82 X 

$1.03)..-.- . 07 

B  Corporation  ($21. 22/$22. 82 

X$1.03) .  .96 

Foreign  income  tax  attributable 
to  remaining  1966  earnings 
and  moflts  of: 

A  COTpwation  ($1. 60/$28. 60 
X$14. 40)  _  .  90 

B  CorpOTaii6n"(»l.  :a/$48X 
$12) .  8.30 

1987 


1.03 


6.20 


U.S.  tax  before  foreign  tax 

credit  ($69X0.48) .  33.12 

Foreign  tax  credit  (as  deter¬ 
mined  under  gross-up  above).  30. 14 


U.S.  tax  payable .  2. 98 


Overall  U.S.  and  foreign  income 
tax  with  respect  to  {H'o  rata 
tninimnm  distribution  ($26.40 

-f$11.92-f-$2.98) .  41.30 


(c)  ’The  chain,  however,  does  not  make  a 
pro  rata  distribution  for  1966,  but  distributes 
$24  from  A  Corporation’s  earnings  and  proflts 
and  $26.78  from  B  Corporation’s  earnings 
and  proflts,  the  total  distrlbtulon  of  $50.78 
being  equal  to  the  statutory  percentage  of 
the  consolidated  estmlngs  and  proflts  (0.69  X 
$73.60)  of  the  chain  with  respect  to  M 
Corporation.  Thus,  M  Corporation  must 
make  such  a  reduction  In  Its  foreign  tax 
credit  that  the  overall  United  States  and  for¬ 
eign  Income  tax  for  1966  with  respect  to  the 
distribution  equals  the  lesser  of  $41.30  (the 
overall  United  States  and  foreign  Income 
tax  which  would  be  paid  with  respect  to  a 
pro  rata  mlnlmiun  distribution)  and  $43.20 
(90  percent  of  48  percent  of  pretax  and  pre- 
dlstrlbutlon  consolidated  earnings  and 
proflts  of  $100) .  The  remaining  1956  earnings 
and  proflts  of  the  chain  are  distributed  late 
in  1967.  Corporation  M  determines  Its  tax 
as  follows  for  such  years: 


Taxable  income  of  M  Corpora¬ 
tion  consisting  of  distribu¬ 
tions  from: 

A  Corporation’s  remaining 
1966  earnings  and  proflts.. 

B  Corporation’s  remaining 
1966  earnings  and  i^oflts 
($21.22- .36X21.22]),  or 

($21.22- $7.64) . 

Gross-up  under  sec.  78: 

($1.60^1.60X$0.90) . 

($13.68/$13.68Xl$7.64-|-($21.22/ 
21.22X$8.30)]) . 


1.60 

13.  88  18. 18 

.90 

12.94  13.84 


Taxable  income  from  sources 

without  the  U.S _  29. 02 

Taxable  income  from  sources 
within  the  U.S .  20.98 


Total  taxable  Income  of 
M  Corporation . . 

U.S.  tax  before  foreign  tax 

credit  (0.48X$S0) . 

Foreign  tax  credit: 

Tax  deemed  paid  under  sec. 
902: 

$13.84,  but  not  to  exceed 
sec.  904  limitation  of  $13.93 
($29.02/$80X$24)  (see  gross- 

up  above) _ 

Tax  deemed  paid  under  the 


ixinci^es  of  section  902: 

($1.60/$1.60X$0.07) . 07 

($21.22/$21.22X0.96) . 96 


U.S.  tax  ];»yable  ($24— [$13.84-]- 
$1.03]) . 


80.00 

24.00 


13.84 


1.03 

9.13 


Example  (2).  (a)  For  1963,  domestic  cor¬ 

poration  M  makes  a  group  election  with 
respect  to  controlled  foreign  corporations  A 
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and  B,  both  of  whlob  Id  Corporation  wholly 
owns  directly.  All  such  ccMporatlons  use 
the  calendar  year  as  the  taxable  year.  Oot- 
p<natlon  A  Is  created  under  the  laws  of  for- 
elgn  country  X,  and  B  Corpcuratlon  Is  created 
under  the  laws  of  foreign  country  Y;  neither 
of  such  corporations  Is  a  less  develt^ied 
country  corporation  under  section  902(d). 
Corporation  M  compiles  with  the  special  rules 
of  this  paragraph  and  paragraph’  (b)  of  this 
section.  Each  foreign  corporation  has  pre¬ 
tax  earnings  and  profits  of  $100  for  1068. 
The  Income  of  A  Corporation  Is  subject  to  a 
foreign  lnc(»ne  tax  rate  of  20  percent,  and 
the  Income  of  B  Corporation  Is  subject  to 
a  foreign  Income  tax  rate  of  80  percent. 
Corporation  M  uses  the  per-country  limita¬ 
tion  under  section  904(a)  (1)  on  the  foreign 
tax  credit. 

(b)  If  a  pro  rata  mlnlm\im  distribution 
were  made  for  1963,  the  group  would  distrib¬ 
ute  $123  based  upon  an  effective  foreign  tax 
rate  of  26  i>ercent  ($60/ [$50+ $160])  and  a 
statutory  percentage  of  82  percent  under 
section  963(b);  of  this  amount  $67.40 
(0B2X$70)  would  be  distributed  from  B 
Corporation’s  earnings  and  profits  and  $66.60 
'  (0.83x$80)  would  be  distributed  from  A 
Corporation’s  earnings  and  profits.  In  such 
case,  the  overall  United  States  and  foreign 
Income  tax  for  1968  with  respect  to  the  pro 
rata  minimum  distribution  would  be  deter¬ 
mined  as  follows,  using  the  62  percent  United 
States  corporate  Income  tax  rate  applicable 
for  such  year: 

Taxable  Income  of  M  Corporation  frmn 
Bouroee  in — 

Y  Ooontry: 

B  Corporation  dividend . 

Groas-up  under  aec.  78 
(|67.40j$70X$30) . . 

X  Country: 

A  Corporation  dividend _ 

Oross-up  under  sec.  78 
(|66.0O/$8OX$2O) . 

Taxable  income.  . . . 

U.8.  tax  before  tax  credit  (0.62X8104)..  85. 28 

Fore^  tax  credit: 

Y  Country  tax . . . .  24. 00 

X  Country  tax .  14  40  41. 00 


1963 — Contlnned 

U.S.  tax  before  foreign  tax  credit 

(t0.62X$100.26)_ . .  180.46 

Lees:  Tentative  foreten  tax  credit: 

Y  Country  tax  ($80.00  -but  not  to 
exceed  ($100.0(V8106.26X$80.46)).  $8400 
X  Coanb?  tax  ($13.26  Imt  not  to 
exceed  ($06.26/$100.28X$86.46})..  18.28  4126 

Tentative  UB.  tax  payable....... _ _ 

Tentative  overall  U.S.  and  foreign 

income  tax  ($60+843.20) _ _ 

Ninety  peromt  of  62  percent  of  pretax 
and  predistributicn  consolidated 
earnings  and  profits  ($0.00X$0.62X 

$200) -  03.00 

Insufficient  overall  U.9.  and  foreign 

tncome  tax  ($83.00-893.20) .  .40 

Beduced  forel^  tax  credit  ($43.26— 

$0.40) .  42.86 

U.8.  tax  payable  for  1063  ($86.46— 

$42.86) .  43.00 

OveraU  U.B.  and  foreign  income  tax 

($60+848.60) _  93.00 

Reduction  in  foreign  tax  credit  to  be 

deferred  ($43.26-842.86) .  .40 

Remaining  1963  earnings  and  profits  of: 

A  Corporation  ($80— $63) _ _  27.00 

B  Corporation  ($70— $TO) _ _  0  27.00 

Allocation  of  reduction  In  foreign  tax 
credit  to  remaining  1963  earnings  and 
profits  of  A  CorporatliBi  ($27/$OTX 

$0.40) .  .40 

Foreign  income  tax  attributable  to 
remaining  1968  earnings  and  profits 
of: 

A  Corporation  ($20-818.26) _  6. 76 

B  Corporaticm  ($30— $30) . .  0  4  76 

1964 

Taxable  income  of  M  Corporation  from 


$67.40 

A  Corp(Hation  dividend... . . 

Gross-up  under  sec.  78  ($27/$27X 
$6.76) . 

27.00 

4  76 

24.60 

$82.00 

Taxable  Income  for  1964 _  . 

33.75 

64  60 

1440 

82.00 

U.S.  tax  before  foreign  tax  credit 

($33.76X80.62) . 

Lees:  Foreign  tax  credit: 

Tax  deemed  paid  under  see.  902  (as 
computed  under  gross-up,  but 
not  to  exceed  m76/m76X 
$17.66) . 

17.66 

164.00 

476 

Tax  deemed  paid  under  the  princi¬ 
ples  of  see.  902  ($27/$27X$0.40).. 

U.8.  tax  payable  for  1964 _ 


.40 


7.16 

10.40 


U.S.  tax  payable _ _ _  44. 28 


Overall  U.S.  and  foreign  income  tax 
with  respect  to  pro  rata  minimum 
distribution  ($44.&+$80) .  94.28 


(c)  The  group,  however,  does  not  make  a 
pro  rata  minimum  distribution  for  1963  but 
distributes  $123,  consisting  of  $70  from  B 
Corporation’s  earnings  and  profits  and  $53 
from  A  Corporation’s  eamli^  and  profits. 
Thus,  M  Corporation  mtut  make  such  a  re¬ 
duction  in  its  foreign  tax  credit  that  the 
overall  United  States  and  foreign  Income 
tax  for  1963  with  respect  to  the  distribution 
equals  the  lesser  of  $94.28  (the  overall  United 
States  and  foreign  income  tax  which  would 
be  psdd  with  respect  to  a  pro  rata  minimum 
distribution)  and  $93.60  (90  percent  of  62 
percent  of  pretax  and  predistribution  con¬ 
solidated  earnings  and  profits  of  $200) .  The 
remaining  1963  earnings  and  profits  of  the 
group  are  distributed  late  in  1964.  Neither 
A  Corporation  nor  B  Corporation  has  earn¬ 
ings  and  profits  for  1964.  Corporation  M 
determines  its  tax  as  follows  for  such  years, 
assuming  a  62  percent  (instead  of  60  per¬ 
cent)  United  States  corporate  income  tax 
rate  for  1964: 

1963 


Taxable  income  of  M  Corporation  from 
sources  in— 

Y  Country:  . 

B  Corporation  dividend . .  $74  00 

Qross-upimdersec.78(|70/$70X$W).  30.00  $104  00 


X  Country:  ^ 

A  Corporation  dividend .  63. 00 

Gross-up  under  sec.  78  ($(9/ 

$80X$20) .  13.25  64  25 


Taxable  income  for  1963......  166.25 


Example  (3),.  (a)  For  1966,  domestic  cor¬ 
poration  M  makes  a  chain  election  with 
respect  to  controlled  foreign  ctvporation  A, 
which  it  wholly  owns  directly,  and  controlled 
feneign  corporation  B,  which  A  Corporation 
wholly  owns  directly.  Corporation  A  is  a 
less  developed  country  corporation  tmder 
section  902(d).  All  corporations  use  the 
calendar  year  as  the  taxable  year.  For  1966, 
each  of  the  foreign  corporations  has  pretax 
and  predistribution  earnings  and  profits  of 
$100.  The  Income  of  A  Corporation  is  sub¬ 
ject  to  a  foreign  income  tax  rate  of  20 
percent,  with  no  deduction  being  allowed  for 
dividends  received  or  paid;  and  the  income 
of  B  CmiKHratlon  is  subject  to  a  foreign  in¬ 
come  tax  rate  of  30  percent  on  such  basis. 
During  1066,  B  C<»poration  distributes  $60 
to  A  Corporation,  and  A  Corporation  dis¬ 
tributee  $104  to  M  Corporation.  During 
1967  the  remaining  1966  earnings  and  profits 
of  such  corporations  are  distributed  to  M 
Corporation. 

(b)  If  M  Corporation  were  not  to  ccnnply 
with  the  special  rules  of  paragraphs  (b) 
and  (c)  of  this  section  and  were  to  deduct 
foreign  income  tax  on  intercorporate  dis¬ 
tributions  under  paragraph  (d)  (1)  (ill)  of 
§  1.963-2,  the  chain  would  not  be  considered 
to  make  a  minimum  distribution  for  1966 
because,  althou^  it  makes  a  distribution 
which 'is  sufficient  in  amount  to  constitute 
a  minimum  distribution,  the  overall  United 
States  and  foreign  income  tax  for  such  year 
with  respect  to  such  distribution  would  be 
insufficient  under  paragraph  (a)(l)(i)  of 
this  section.  The  determination  that  M 
Corporation  would  not  be  entitled  to  the 
section  963  exclusion  for  1966  by  reason  of 
such  distribution  in  such  circumstances  is 
made  as  follows: 


Pretax  earnings  and  profits.. . .  $160  $100 

Reduotion  for  Interoorporste  divi¬ 
dends...... _  60 


Tofof 


Pretax  and  predistrlbatian  earnings 

andprofin.. _ .....  100 

Reducucsi  far  foreign  Inoome  tax 
on  such  pretax  and  predistriba- 
tkn  eamfngs  and  profits _  20 

Predlstrlbatkm  e»mhieii  and  pro¬ 
fits _ 80 

Reduction  for  foreign  inoome  tax 
aa  intercorporate  distributions 
of  1966  eanitngs  and  profits 
($60X020) . 10 


100  $200.00 
80  60.00 
70  150.00 

1400 


Consolidated  earnings  and  profits 
of  the  chain -  70  TO  140.00 


Consolidated  foreign  inoome  taxes 

($3(H-$20+$10) . 

Efleotive  forei^  tax  rate  ($00/ 

[$140+$60J) - 

Statutory  percentage  under  see. 

968(b) . . 

Amount  of  a  minimum  distribution 

($140X0.69) . 

OveraU  United  States  and  foreign 
inoenne  tax  required  to  be  pidd 
(par.  (a)(l)(i)  of  this  sec.)  (0.90X 

[0.22X0.361X$300).- . 

Tentative  taxable  inoome  of  M 

Cerporation . 

Tentative  U.S.  tax  before  foreign 

tax  credit  (0.48X8104) . . 

Tentative  foreign  tax  credit  ($104/ 
$120  X  [($120^60  X  $30)  +  ($60/ 
$100X830)]  or  ($104/$130X$39)-... 
Tmtative  U.S.  tax  payable  ($49.92— 

$33  AO) . 

OvwaU  U.S.  and  foreign  inoome 

tax  ($60+81412) _ _ 

Insufficient  overaD  U.S.  and  foreign 
inoome  tax  ($86.40— $TO.12) _ 


6400 

30% 

69% 

96.60 

86.40 

10100 

49.92 

33.80 

16.12 

7412 

10.28 


(c)  By  complying  with  the  special  rules  of 
paragraphs  (b)  and  (c)  of  this  section,  how- 
eva,  1C  Corporation  will  receive  a  minimum 
distribution  for  1966  If  It  receives  the  statu¬ 
tory  percentage  of  consolidated  earnings  and 
profits  smd  if  the  overall  United  States  and 
foreign  income  tax  with  respect  to  the  dis¬ 
tribution  which  is  made  is  at  least  the  lesser 
of  $86.40  (OAO  X  0.48 X  $200)  and  of  the  overall 
United  States  and  foreign  Income  tax  which 
wo\ild  be  paid,  with  respect  to  a  pro  rata 
minimum  distribution  from  the  chain.  If  a 
pro  rata  minimum  distribution  were  made 
fmr  1966,  the  chain  would  be  required  to  dis¬ 
tribute  earnings  and  profits  of  $114,  based 
up<m  an  effective  foreign  tax  rate  of  25  per¬ 
cent  ($M/[$50+$150])  and  a  statutory  per¬ 
cental  of  76  percent  iinder  section  063(b); 
of  this  amount  $63.20  (0.76  X  $70)  would  be 
distributed  from  B  C<n:p<»ation’8  earnings 
and  iMofits  and  $60.80  (0.76  X  $80)  would  be 
distributed  from  A  Corp<x«tion’s  earnings 
and  profits.  ’The  overall  Uhlted  States  and 
foreign  Income  tax  with  respect  to  such  a  pro 
rata,  minimum  distribution  would  be  $73.62, 
determined  as  follows: 


Taxable  Inoome  of  M  Corpwation 

($6O.8O+l$53.20-($63A0X0A0)l) .  $103.36 

UB.  tax  before  foreign  tax  credit  (0.48 

X$103.36) . . . .  49.61 

Foreign  tax  credit: 

B  Corp(nration’s  distributiem  ($63.20/ 

($70  +830]  X$30)+($42A6/[$42.56  + 

$10.641X810.64) .  $24.47 

A  Corpt^km’s  distrlbatioi  ($60.80/ 

[$80+3[yX$20) . .  12.16  3463 


U.S.  tax  payable.... _ _  12.98 

Overall  U.S.  and  fmeign  inetmie  tax  witb 
respect  to  pro  rata  minimum  dlshibu- 
tkm  ($8<H-$10A4+$12J)8) _  73.62 


(d)  The  United  States  Income  tax  of  M 
Cknporation  for  1966  and  1967  Is  determined 
as  follows,  assuming  that  the  minimum  over¬ 
all  tax  burden  Is  determined  under  paragraph 
(a)  (1)  (U)  (h)  of  this  secUdn: 


1969 


Dividend  from  eamlags  and  profits  o$— 
B  Corporation  ($80  miniis  tax  of  $10 
on  A  Corporation  at  the  rate  of  20 

percent) _ _ 

A  Corponitiao _ 


$40.00 

64.00 


Taxable  taicome  of  M  Corporattoo. 


101.00 


Friday,  September  25,  1964 
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RULES  AHD  REGULATIONS 


second  sentence  of  paragraph  (d)  (1)  ot 
§  1.963-2,  where  the  United  States  share- 
holder  owns  the  stock  (with  respect  to 
which  the  election  under  section  963  is 
made)  in  such  corporation  by  reason  of 
stock  owned  throiigh  a  chain  of  owner¬ 
ship  described  in  section  958(a)  and  the 
foreign  income  tax  of  such  corporation 
for  the  taxable  year  decreases  as  distri¬ 
butions  are  made  from  its  earnings  and 
profits,  the  rule  in  the  preceding  sen¬ 
tence  shall  not  apply  if  the  electing 
United  States  shareholder  does  not 
actually  receive  for  the  taxable  year  its 
proportionate  share  of  the  eami^s  and 
profits  which  are  actually  distributed. 
In  such  case,  the  foreign  income  tax  on 
pretax  and  predistribution  earnings  and 
profits  shall  be  the  actual  foreign  income 
tax  of  such  corporation,  computed  on 
the  basis  of  the  distributions  which  are 
made.  For  example,  assume  that  a  sec- 
ond-Uer  foreign  corporation  in  a  chain 
has  pretax  and  predistribution  earnings 
of  $100  for  the  taxable  year  and  that 
foreign  law  Imposes  on  such  corporation 
a  foreign  income  tax  of  50  percent  of  the 
pretax  earnings  and  profits  minus  divi¬ 
dends  for  such  year  and  of  20  percent 
of  such  dividends.  If  the  second-tier 
foreign  corporation  distributes  $20  of 
earnings  and  profits  to  a  first-tier 
foreign  corporation  which  is  part  of 
the  same  chain,  and  if  the  first-tier 
corporation  retains  the  dividend  so  re¬ 
ceived,  the  foreign  income  tax  of  the 
second-tier  foreign  corporation  shall  be 
considered  to  be  the  tax  actually  paid 
for  the  taxable  year,  that  is,  $44  (50 
percent  of  $80  plus '20  percent  of  $20). 
If  the  first-tier  foreign  corporation  dis¬ 
tributes  the  dividend  so  received,  the 
foreign  income  tax  of  the  second-tier 
foreign  corporation  shall  be  considered 
to  be  $50  (50  percent  of  $100) .  For  pur¬ 
poses  of  this  paragraph,  the  principles 
of  paragraph  (b)  (3)  of  §  1.963-4  shall 
apply. 

(c)  Minimum  distribution — (1)  Sin¬ 
gle  first-tier  corporation.  A  minimum 
distribution  for  a  taxable  year  by  a  single 
first-tier  corporation  described  in  pstra- 
graph  (a)  (1)  of  this  section  shall  be  a 
distribution  which  is  equal  to — 

(1)  The  amount  resulting  from  the 
multiplication  of  the  statutory  percent¬ 
age  specified  in  paragraph  (b)  of  S  1.963- 
2  for  such  year  by  the  United  States 
shareholder’s  proportionate  share  of  the 
earnings  and  profits  of  such  corporation, 
as  determined  under  paragraph  (d)  (2) 

(i)  of  S  1.963-2  but  without  the  deduc¬ 
tion  for  foreign  income  tax  provided  by 
paragraph  (d)  (1)  (ii)  and  (iii)  of  such 
section,  reduced  by 

(ii)  The  foreign  income  tax  on  the 
pretax  amoimt  determined  under  sub¬ 
division  (i)  of  this  subparagraph  which 
would  be  paid  or  accrued  by  such  corpo¬ 
ration  by  reason  of  distributing  such 
amount,  less  such  tax,  for  such  taxable 
year. 

(2)  Corporation  in  a  chain  or  group 
making  a  pro  rata  minimum  distribu¬ 
tion.  In  case  of  a  corporation  described 
in  paragraph  (a)  (2)  (ii)  of  this  section 
in  a  chain  or  group,  such  corporation’s 
share  of  a  pro  rata  minimum  distribu¬ 
tion  by  the  chain  or  group  for  the  tax¬ 
able  year  shall  be — 


'  (1)  The  amount  resulting  from  the 
multiplication  of  the  statutory  percent¬ 
age  specified  in  paragraph  (b)  of  8  1.963- 
2  for  tile  taxable  year  by  the  United 
States  shareholder’s  proportionate  share 
of  tile  earnings  and  profits  of  such  cor¬ 
poration,  as  determined  under  paragraph 
(d)  (3)  of  8  1.963-2  but  without  the  de¬ 
duction  for  foreign  income  tax  provided 
by  paragraph  (d)  (1)  (ii)  and  (tfi)  of 
such  section,  reduced  by 

(ii)  The  foreign  income  tax -on  the 
pretax  amoimt  determined  under  sub¬ 
division  (1)  of  this  subparagraph  which 
would  be  paid  or  accrued  by  such  corpo¬ 
ration  by  reason  of  distributing  such 
amount,  less  such  tax,  for  such  taxable 
year.  - 

(3)  A  chain  or  group  making  a  distri¬ 
bution  other  than  a  pro  rata  minimum 
distribution.  If  a  chain  or  group  con¬ 
tains  one  or  more  foreign  corporations 
described  in  paragraph  (a)  (2)  (il)  of  this 
section  and  such  chain  or  group  makes 
a  minimum  distribution  other  than  a  pro 
rata  minimum  distribution  for  the  tax¬ 
able  year,  the  amount  of  such  minimum 
distribution  to  the  electing  United  States 
shareholder  shall  be^t  least — 

(1)  ’The  amount  resulting  from  the 
multiplication  of  the  statutory  percent¬ 
age  specified  in  paragraph  (b)  of 
8  1.963-2  for  the  taxable  year  by  the  con¬ 
solidated  earnings  and  profits  of  such 
chain  or  group  with  respect  to  such 
shareholder,  as  determined  under  para¬ 
graph  (d)  (3)  of  such  section  but  without 
any  deduction  for  foreign  Income  tax 
provided  by  paragraph  (d)  (1)  (ii)  and 

(iii)  of  such  section,  reduced  by 
(ii)  The  foreign  income  tax  on  the 
pretax  amount  determined  under  sub¬ 
division  (1)  of  this  subparagraph  which 
would  be  paid  or  accrued  by  the  foreign 
corporations  in  the  chain  or  group  by 
reason  of  distributing  such  amount,  less 
such  tax,  for  such  taxable  year. 

(4)  Illustrations.  The  application  of 
this  paragraph  may  be  illustrated  by  the 
following  examples : 

Example  (1).  Domestic  corporation  M 
directly  owns  80  percent  of  the  one  class  of 
stock  of  single  first-tier  corporation  B,  which 
for  1964  has  $100  of  pretax  earnings  and  prof¬ 
its  on  which  is  Imposed  a  foreign 'inccane 
tax  of  40  percent  of  pretax  earnings  and 
profits  minus  dividends  for  the  taxable  year 
and  of  20  percent  of  the  amount  of  such 
dividends.  Both  corporations  use  the  calen¬ 
dar  year  as  the  taxable  year.  The  effective 
foreign  tax  rate  applicable  to  B  Corporation, 
as  determined  und»  paragraph  (c)  of 
§  1.963-2,  is  40  percent,  and  the  statutory 
percental  under  paragraph  (b)  of  i  1.963-2 
for  1964  is  38  percent.  Corporation  M  re¬ 
ceives  a  minimum  distribution  for  1964  if 
it  receives  from  B  Corporation’s  earnings  and 
profits  for  such  year  $22.80,  that  is,  80  per¬ 
cent  of  $28.60,  the  distribution  which  would 
be  made  If  there  were  distributed  that 
amount  of  earnings  and  profits  which,  to¬ 
gether  with  the  foreign  Income  tax  at  the 
rate  effectively  applicable  to  pretax  earnings 
and  profits  to  which  such  distribution  is 
attributable,  equals  38  percent  of  $100.  Such 
distribution  may  be  determined  by  solving 
for  “d”  in  the  following  formula: 

d = $38  - 0.20d  -  0.40(  $38 -d ) 
d= $38  -0.30d  -  $16i»0-f-0.40d 
d=$22B0-|-0.20d 
0.80d= $22.80 

d=$22 .80/0.80 
d= $28.60 


Example  (2).  Domestic  corporation  M 
directly  owns  80  percent  of  the  one  class 
of  stock  of  each  of  controlled  foreign  cor¬ 
porations  A  and  B,  which  constitute  a  group 
and  each  ot  which  for  1964  has  luretax  earn¬ 
ings  and  profits  of  $100.  All  c<nporations 
use  the  calendar  year  as  the  taxable  year. 
Corporation  A  is  subject  to  foreign  income 
tax  at  a  fiat  rate  of  40  percent;  and  B  Cor¬ 
poration  Is  subject  to  a  foreign  Income  tax 
of  40  percent  of  $100  minus  dividends  for 
the  taxable  year  and  of  20  percent  (ff  the 
amount  of  such  dividends.  The  effective 
foreign  tax  rate  with  respect  to  the  group, 
as  determined  under  paragraph  (c)  of 
i  1.968-2,  is  40  percent,  and  the  statutory 
percentaige  under  paragraph  (b)  of  S  1.963-2 
for  1964  is  38  percent.  Corporation  B  dis¬ 
tributes  $26  for  1964  toward  a  minimum 
distribution  from  the  group  which  is  not  a 
pro  rata  minimum  distribution.  The  mini¬ 
mum  distribution  by  the  group  for  1964 
with  respect  to  M  Corporation  is  determined 
as  follows: 


M  Corporation’s  proportionate  share 
of  B  Corporation’s  distribution 
(0.80  X  $26) _ 1 _ $20.00 

Pretax  and  predistribution  consoli¬ 
dated  eaming^s  and  profits  of  the 
group  (0A0X$200) -  160.00 

Statutory  percentage  of  pretax  and 
predistribution  consolidated  earn¬ 
ings  and  profits  (0.38  X  $160) _  60.80 


Less:  Portion  of  such  statutory  per¬ 
centage  to  which  the  $20  dividend 
received  from  B  Corporation  is  at¬ 
tributable: 

Total  dividend  paid  by  B  Cor¬ 
poration  _ _  25. 00 

Plus:  Foreign  inocmxe  tax  on  B  Cor¬ 
poration’s  pretax  and  predistri¬ 
bution  earnings  and  profits  to 
which  such  dividend  is  attrib¬ 
utable,  letting  “t”  represent 
such  tax: 

t=0.20  ($26) -|-0.40t 
t=$6+0.40t 
0.60t=$6 


t=$6/0.60  .  8. 33 

B  Corporation’s  pretax  and  predis- 
tribution  earnings  and  iH*ofits  to 
which  such  dividend  Is  attrib¬ 
utable  _  83. 33 


M  Corporation’s  proportionate  share 
of  B  Corporation’s  pretax  and  pre- 
distribution  earnings  and  profits  to 
which  the  dividend  Is  attrib¬ 
utable  (0.80  X  $33.33) _  26.67 

The  statutory  percentage  of  the  pre¬ 
tax  and  predistribution  consoli¬ 
dated  earnings  and  {x-ofits  of  the 
.  group  to  which  A  Corporation’s  dis¬ 
tribution  must  be  attributable—  34. 13 


Dividend  required  to  be  received  from 
A  Corporation  ($34.13  —  [  0.40  X 

$34.13]) .  20.48 

Minimum  distribution  to  M  Corpora¬ 
tion  of  the  taxable  year’s  consoli¬ 
dated  earnings  and  profits  of  the 
group  ($20+$20.48) _  40.48 


Example  (3).  The  facts  are  the  same  as 
In  example  (2)  except  that  the  $25  dis¬ 
tribution  of  earnings  and  profits  is  made 
by  A  Corporation.  The  amount  of  the 
minimum  distribution  for  1964  Is  deter¬ 
mined  as  follows: 

M  Corporation’s  propintlonate  share 
of  A  Corporation’s  distribution 
(0.80  X  $26) _ $20.00 


Friday,  September  25,  1964 


FEMRAL  REGISTER 


13345 


Pretax  and  predistribution  consoli¬ 
dated  earnings  and  profits  of  the 
group  (0.80  X  $200). . $160.00 

Statutory  percentage  of  pretax  and 
predlstrlbution  consolidated  earn¬ 
ings  and  profits  (0.38  X  $160) _  60.80 


Less:  Portion  of  such  statut(M7  per¬ 
centage  to  which  the  $20  dividend 
received  from  A  Ciorporatlon  is 
attributable: 

Total  dividend  paid  by  A 


Corporation - $26.00 

Plus:  Foreign  Income  tax  on  A  Cor¬ 
poration’s  pretax  and  predistribu¬ 
tion  earnings  and  profits  to  which 
such  dividend  is  attributable 
(0.40 X  [$25/0.60]) .  16.67 


A  Corporation’s  pretax  and  predis¬ 
tribution  earnings  and  profits  to 
which  such  dividend  is  attrlbut- 
'  able .  41. 67 


M  CkH'poration’s  proportionate  share 
of  A  Corporation’s  pretax  and  pre- 
dlstrlbutlon  earnings  and  profits  to 
which  dividend  Is  attributable 
($41.67  X  0.80) . - . $33.34 


Portion  of  the  statutory  percentage 
of  the  pretax  and  predistribution 
consolidated  earnings  and  profits 
of  the  group  to  which  B  Corpora¬ 
tion’s  distribution  must  be  at¬ 
tributable' _  27.46 

Dividend  received  from  B  Corpora¬ 
tion,  letting  “d”  represent  the 
dividend: 

d=$27.46  -  0.20d -0.40($27.46- 

d) 

d = $27.46  -  0.20d  -  $10.98+  0.40d 
d=$16.48+  0.20d 
0.80d= $16.48 


d= $16.48/0.80 . .  20. 60 


Minimum  distribution  to  M  Corpora¬ 
tion  of  the  taxable  year’s  consoli¬ 
dated  earnings  and  profits  of  the 
group  ($20+ $20.60) -  40.60 


(d)  Distributions  through  a  chain  or 
group.  In  the  application  of  paragraph 
(b)  (3)  (i)  of  §  1.963-4,  relating  to  the  al¬ 
location  of  dividend  payments  first  to  in¬ 
come  received  as  a  distribution  from 
other  foreign  corporations  in  the  chain 
or  group,  if  one  or  more  of  such  other 
foreign  corporations  is  a  corporation 
whose  foreign  income  tax  rate  decreases 
as  the  distributions  are  made,  the  allo¬ 
cation  under  such  paragraph  shall  be 
made  first  to  such  corporations’  distribu¬ 
tions. 

(e)  Foreign  tax  credit — (1)  Year  of 
minimum  distribution.  If  a  United 
States  shareholder  receives  for  a  taxable 
year  a  distribution  of  the  earnings  and 
profits  for  the  taxable  year  of  a  foreign 
corporation  described  in  paragraph  (a) 
of  this  section  and  if  for  such  year  such 
corporation  is  a  first-tier  corporation,  or 
a  second-tier  corporation  described  in 
section  902  (a)  or  (b) ,  as  the  case  may 
be,  then,  in  applsdng  paragraph  (c)  (2)  (i) 
of  §  1.963-4,  01^  the  foreign  income  tax 
which  is  effectively  applicable  to  pretax 
earnings  and  profits  to  which  are  attrib¬ 
utable  the  earnings  and  profits  which 
are  distributed  shall  be  deemed  paid  for 
such  year  under  section  902(a)  or  (b) ,  as 
the  case  may  be,  and  the  foreign  income 
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tax  so  paid  or  accrued  by  such  corpora¬ 
tion  shall  not  be  averaged,  for  purposes 
or  such  section,  with  its  foreign  income 
tax  paid  or  accrued  for  such  year  on  its 
pretax  earnings  and  profits  to  which  are 
attributable  the  earnings  and  profits 
which  are  not  distributed. 

(2)  Year  of  distribution  of  remaining 
earnings  and  profits.  If  for  a  taxable 
year  a  United  States  shareholder  receives 
a  minimum  distribution  from  a  corpora¬ 
tion  described  in  paragraph  (a)  of  this 
section,  the  pretax  and  predistribution 
earnings  and  profits  of  such  corporation 
for  the  taxable  year  to  which  such  mini¬ 
mum  distribution  is  attributable  and  Uie 
foreign  income  tax  which  is  taken  into 
account,  in  accordance  with  paragraph 
(c)  (2)  (i)  of  §  1.963-4,  in  determining  tax 
deemed  paid  imder  section  902  on  such 
pretax  and  predistribution  earnings  and 
profits  shall  not  be  taken  into  account  in 
the  application  of  section  902  when  other 
earnings  and  profits  of  such  foreign  cor¬ 
poration  for  such  year  are  distributed  in 
a  subsequent  taxable  year  of  such  foreign 
corporation  to  such  shareholder. 

(3)  Illustration.  The  application  of 
this  paragraph  may  be  illustrated  by  the 
following  examples: 

Example  {!).  (a)  AU  the  income  of  con¬ 

trolled  foreign  corporation  B,  wholly  owned 
directly  by  domestic  corporation  M,  is  taxed 
by  foreign  country  Y,  the  tax  laws  of  which 
impose  at  the  local  level  a  corporate  inccxne 
tax  of  10  percent  of  earnings  and  profits 
(before  reduction  for  income  taxes)  and,  at 
the  national  level,  an  income  tax  of  30  per¬ 
cent  of  such  earnings  and  profits  reduced 
by  the  local  tax  and  by  any  profits  which 
are  distributed.  Also,  at  the  national  level, 
a  tax  of  20  percent  is  imposed  on  B  Corpora¬ 
tion  on  the  dividends  which  are  paid  for  the 
taxable  year.  Both  corporations  rise  the 
calendar  year  as  the  taxable  year.  For  1963, 
B  Corporation  has  earnings  and  profits  (be¬ 
fore  reduction  by  income  taxes)  of  $100.  B 
Corporation  is  not  a  less  developed  country 
corporation  under  section  902(d).  For  1963, 
M  Corporation  makes  a  first-tier  election 
with  respect  to  B  Corporation  and  receives 
a  minimum  distribution.  Corporation  B  has 
no  1964  earnings  and  profits,  and  its  re¬ 
maining  1963  earnings  and  profits  are  dis¬ 
tributed  late  in  1964.  The  amount  of  the 
minimum  distribution  required  to  be  re¬ 
ceived  by  M  Corporation  for  1963  and  the 
United  States  tax  with  respect  to  the  1963 
earnings  and  profits  of  B  Corporation  are 
determined  as  foUows,  assuming  a  United 
States  corporate  income  tax  rate  of  52  per¬ 
cent  (instead  of  60  percent)  for  1964  and 
no  surtax  exemption  under  section  11(c) 
for  either  year: 

1963 

Effective-  foreign  tax  rate  which  ob¬ 
tains  if  no  earnings  and  profits  of  « 

B  Corporation  are  distributed 
[  ($100  XO.IO)  +  ( [$100-  ($100 
^.10)1X0.30)] 

iloo  . . 

Minimum  percentage  of  earnings  and 
profits  required  imder  sec.  063(b) 
to  be  distributed,  given  a  37  per¬ 
cent  effective  foreign  tax  rate _  68% 

Amount  of  earnings  and  profits  (be¬ 
fore  reduction  by  foreign  income 
tax)  to  which  minimunn  distribu¬ 
tion  would  be  attributable  if  the 
effective  foreign  tax  rate  of  37 
percent  obtained  (0.68  X  $100) _ $68.00 


Minimum  distribution  required  to  be 
received  by  M  Corporation,  i.e., 
such  an  amount  that  is  $68  less 
the  foreign  income  tax  on  such 
$68,  determined  by  letting  “d” 
equal  the  dividend  in  the  alge¬ 
braic  equation: 

d  =  $68  -  (0.10  X  $68)  -  0.38 
($68  -  [0.10  X  $68]  - 
d)  —  0.20d 

d  =  $68  -  $6.80  -  ($20.40  - 
$2.04  —  0.30d)  -  0.20d 
d  =  $61.20  -  $20.40  +  $2.04  + 
0.30d  -  0.20d 
d  =  $42.84  +  O.lOd 
0.90d  =  $42.84 


d  =  $42.84/0.90.  or . . $47.60 

Oross-up  under  sec.  78,  using  the 
actual  foreign  income  tax  imposed 
on  pretax  profits  to  which  are  at¬ 
tributable  the  earnings  and  profits 
distributed  ($6.80  +  0.30  [$61.20— 

$47.60] +0.20  ($47.60]) _ ^ _ $20.40 

Taxable  income  of  M  Corporation  tor 

1963  ($47.60 +$20.40) . $68.00 

U.S.  tax  before  foreigp  tax  credit 

($68  X  0.62) . $36.36 

Foreig^n  tax  credit  ($47.60/$47.60X 

$20.40) _ $20.40 

UJ3.  tax  payable  tor  1963  ($35.36  — 

$20.40)  — . - . .  $14.96 

Overall  UJ3.  and  foreign  income  tax 


rate  [$14.96+$20.40  + ($32  X  0.37]  _  47.20% 
(000 
1964 

Dividend  received  by  M  Corpora¬ 
tion  ($32-[0A7X$32])  _ $20.16 

Oross-up  under  sec.  78,  using  the  for¬ 
eign  income  tax  paid  or  accrued  on 
pretax  earnings  and  profits  to 
which  are  attributable  1963  earn¬ 
ings  and  profits  distributed  dur¬ 
ing  1964  ($20.16/$20.16X[$32X 


0.37]) . -  $11.84 

Taxable  income  of  M  Corporation 

for  1964  ($20.16+$11.84)„ . $32.00 

UB.  tax  before  foreign  tax  credit 

($32  X  0.62) . $16.64 

Foreign  tax  credit  ($20.16/$20.16x 

$11.84) . $11.84 

U.S.  tax  payable  ($16.64-$11.84) _  $4.80 


(b)  If  B  Corporation  were  a  less  developed 
country  corporation  under  section  902(d), 
there  wotild  be  no  gross-up  imder  section  78 
and  the  foreign  tax  credit  of  M  Corporation 
would  be  $14.28  for  1963  ($47.60/ [$47.60  + 
$20.40]  X  $20.40),  and  $7.46  for  1964  ($20.16/ 
[$20.16+$11.84]  X  $11.84). 

Example  (2) .  For  19^,  domestic  corpora¬ 
tion  M  receives  a  dividend  of  $21  from  B 
Corporation  which  counts  toward  a  minimum 
distribution  from  a  group,  determined  by 
applying  the  special  rules  of  paragraphs  (b) 
and  (c)  of  §  1.963-4.  Both  corporations  use 
the  calendar  year  as  the  taxable  year.  For¬ 
eign  law  Imposes  on  B  Corporation  an  income 
tax  of  40  percent  of  the  year’s  pretax  earnings 
and  profits,  less  dividends  paid  for  such  year, 
and  of  20  percent  of  sucn  dividends.  Corpo¬ 
ration  M  directly  owns  70  percent  of  the  one 
class  of  stock  of  B  Corporation,  which  for 
1963  has  pretax  and  predistribution  earnings 
and  profits  of  $100.  Corporation  B  is  not  a 
less  developed  cotmtry  corporation  under 
section  902(d).  In  late  1964,  M  (Corporation 
receives  a  distribution  of  all  of  B  Corpora¬ 
tion’s  1964  earnings  and  profits  and  of  $25.20 
from  its  1963  earnings  and  profits.  The  for¬ 
eign  Income  tax  of  B  Corporation  deemed 
paid  for  1963  by  M  Corporation  under  section 
902(a)  is  based  on  the  foreign  income  tax 
actually  paid  by  B  Corporation  on  an  amount 
of  pretax  earnings  and  profits  which,  when 
reduced  by  the  tax  so  paid,  equals  the  total 
dividend  which  is  paid.  The  determination 
of  tax  deemed  paid  by  M  Corporation  with 
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(111)  Such  laflure  is  due  to  reasonable  made  under  paragrai^  (c)  of  this  sec- 
cause,  tion)  for  a  deficiency  distribution,  it  shgll 

a  deficiency  distribution  which  is  re- 

cehred  by  such  shareholder  with  respect  j 

to  such  stock  from  a  foreign  corporation  2  fh!? 

which  was  the  single  flrst-Uer  corpora-  ^  ^  section  shall  not 

tion,  or  a  corporation  in  the  chain  or  . 

group,  as  the  case  may  be.  with  respect 
to  which  the  election  was  made,  shall 
count  toward  a  minimum  distribution 

imder  section  963  for  such  year  of  elec-  United  Stat^share^lder's  propor¬ 
tion  if  such  deficiency  distribution  is  re-  tionate  share  of  the  earnings  and  profits 
oeived  (except  as  provided  by  sul:^>ara-  corporation  which  was  the 

graph  (2)  of  this  paragraph)  on.  or  sh^le  fcst^er  corporation,  or 
within  90  days  after,  the  date  of  such  ,  ^  ^®  esse  of  a  chain  or  group 

determination  «.r>rt  prior  to  ming-  of  election,  any  portion  of  the  share  of  any 
a  claim  under  paragraph  (d)  (1)  of  this  corporation  or  corporations  (which  were 
section.  Such  Aiaim  must  be  filed  with-  ^  chain  or  group)  of  the  consoli- 
in  120  days  after  t^p  date  of  such  de-  ^sted  earnings  and  profits  with  respect 
termination,  and  the  deficiency  distribu-  ^  United  States  shareholder, 
tion  must  be  a  dividend  of  such  a  nature  for  the  taxable  year  of  the  election  has 
(except  as  otherwise  provided  in  this  not  been  distributed  on  the  stock  with 
section)  as  would  have  permitted  it  to  respect  to  which  the  election  was  made, 
count  toward  a  minimum  distribution 
for  the  taxable  year  of  the  election  if  it 
had  been  received  by  the  United  States 
shareholder  during  such  year.  No  dis¬ 
tribution  shall  count  as  a  deficiency  dis¬ 
tribution  under  this  sul^>aragraph  im- 
less  a  claim  therefor  is  filed  under  para¬ 
graph  (d)(1)  of  this  section. 

(2)  Distribution  made  before  date  of 
determination.  A  deficiency  distribu¬ 
tion  may  also  be  received  by  a  United 
States  shareholder  at  any  time  prior  to 
the  date  on  which  the  determination  re¬ 
quired  by  subparagraph  (1)  of  this  para- 
graph  is  made.  A  distribution  wrill  count 
as  a  deficiency  distnbution  imder  this 
subparagraph — 

(i)  To  the  extent  that  such  distribu¬ 
tion  otherwise  satisfies  the  requirements 
of  this  section; 

(ii)  If  the  United  States  shareholdo: 
files  within  90  days  after  such  distribu¬ 
tion  but  before  the  determination  date 
an  advance  claim  described  in  paragraph 
(d)  (2)  of  this  section  for  treatment  of 
such  distribution  as  a  deficiency  distribu¬ 
tion; 

(iii)  If  such  shareholder  consents  in 
such  claim  to  include  such  deficiency 
distriution  in  gross  income  for  the  tax¬ 
able  year  of  the  election  to  the  extent 
necessary  to  complete  a  minimum  dis¬ 
tribution  for  such  year  and  under  section 
6501  to  extend  the  period  for  the  making 
of  assessments,  and  the  bringing  of  dis¬ 
traint  or  a  proceeding  in  court  for  col¬ 
lection,  in  respect  of  a  deficiency  and  all 
interest,  additional  amounts,  and  assess¬ 
able  penalties  for  such  taxable  year; 

(iv)  If,  when  requested  by  the  district 
director,  such  shareholder  consents  under 
section  6501  in  such  claim  to  extend  the 
period  for  the  making  of  assessments, 
and  the  bringing  of  distraint  or  a  pro¬ 
ceeding  in  court  for  collection,  in  respect 
of  a  deficiency  and  all  interest,  additional 
amounts  and  assessable  penalties  for  the 
year  of  receipt  of  such  distribution;  and 

(V)  To  the  extent  that  such  share¬ 
holder  makes  advance  payment  of  tax 
which  would  result  from  the  inclusion  of 
such  distribution  in  gross  income  as  a 
minimum  distribution  for  the  year  of 
such  deficiency. 


then  a  distribution,  in  order  to  be  counted 
toward  a  deficiency  distribution,  must 
be  made  by  such  corporation  or  corpora¬ 
tions  and  from  such  earnings  and  profits 
to  the  extent  thereof.  Once  all  such 
earnings  and  profits  of  such  corporation 
or  corporations  have  been  completely 
distributed,  a  d^ciency  distribution  may 
be  made  from  other  earnings  and  profits 
of  such  foreign  corporation  which  was 
a  single  first-tier  corporation,  or  of  such 
corporation  or  corporations  which  were 
to  such  chain  or  group,  as  the  case  may 

(4)  Proof  of  reasonable  cause.  Rea¬ 
sonable  cause  for  failure  to  receive  a 
minimum  distribution  shall  be  deemed  to 
exist,  to  the  absence  of  circumstances 
demonstrating  bad  faith,  if  the  electing 
United  States  shareholder  receives,  with¬ 
in  the  period  prescribed  by  paragraph 
(a)  (1)  (i)  of  S  1.963-3  with  respect  to  the 
year  of  election,  at  least  80  percent  of  the 
amount  of  a  minimum  distribution  (from 
the  earnings  uid  profits  to  which  the 
election  for  such  year  relates)  which  if 
received  during  such  period  would  have 
satisfied  the  conditions  for  the  section 
963  exclusion  to  apply  to  such  year.  If 
less  than  80  percent  of  the  amount  of  a 
minimum  distribution  is  received  during 
such  period,  the  existence  of  reasonable 
cause  for  failure  to  receive  a  minimum 
distribution  must  be  established  by  clear 
and  convincing  evidence;  however,  the 
preceding  sentence  shall  not  be  taken  as 
a  limitation  on  the  establishment  of 
reasonable  cause  by  any  other  proof  of 
reasonable  cause.  For  example,  reason¬ 
able  cause  will  exist  if  a  single  first-tier 
corporation  for  its  taxable  year  makes  a 
distribution  which  would  be  a  minimum 
distribution  but  for  a  refund  of  foreign 
income  tax  which  it  has  paid  in  good 
faith  under  foreign  law  but  which  Is 
found  not  to  be  due  after  the  United 
States  income  tax  return  of  the  United 
States  rtiareholder  has  been  filed. 

(c)  Nature  and  details  of  determina¬ 
tion.  (DA  determination  that  the  sec¬ 
tion  963  exclusion  does  not  apply  to  a 
United  States  shareholder  for  a  taxable 
year  due  to  its  failure  to  receive  a  mini¬ 
mum  distribution  for  such  year  shall,  for 

tribution  for  such  year  with  respect  to  To  the  extent  that  such  distribution  is  not  the  purposes  of  this  section,  be  estab- 
such  stock,  and  necesasry  under  the  determination  (when  lished  by — 
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(1)  A  decision  by  the  Tax  Court  or  a 
judgment,  decree,  or  other  prder  by  any 
court  of  competent  Jurisdiction,  which 
has  become  final; 

(ii)  A  closing  agreement  made  und^ 
section  7121;  or, 

(iii)  An  agreement  which  is  signed  by 
the  district  director,  or  such  other  official 
to  whom  authority  to  sign  the  agreement 
is  delegated,  and  by,  or  on  behalf  of,  such 
shareholder  and  which  relates  to  the  lia¬ 
bility  of  such  shareholder  for  the  tax 
under  chapter  1  of  the  Code  for  such 
year. 

(2)  The  date  of  determination  by  a 
decision  of  the  Tax  Court  shall  be  the 
date  upon  which  such  decision  becomes 
final,  as  prescribed  in  section  7481. 

(3)  The  date  upon  wh^ch  a  judgment 
of  a  court  becomes  final  shall  be  deter¬ 
mined  upon  the  basis  of  the  facts  in  the 
particular  case.  Ordinarily,  a  judgment 
of  a  United  States  district  court  shall 
become  final  upon  the  expiration  of  the 
time  allowed  for  taking  an  appeal,  if  no 
such  appeal  is  duly  taken  within  such 
time;  and  a  judgment  of  the  United 
States  Court  of  Claims  shall  become  final 
upon  the  expiration  of  the  time  allowed 
for  filing  a  petition  for  certiorari,  if  no 
such  petition  Is  duly  filed  within  such 
time. 

(4)  The  date  of  determination  by  a 
closing  agreement  made  under  section 
7121  shall  be  the  date  such  agreement  is 
approved  by  the  Commissioner. 

(5)  The  date  of  a  determination 
made  by  an  agreement  which  is  signed 
by  the  district  director,  or  such  other 
official  to  whom  authority  to  sign  the. 
agreement  is  delegated,  shall  be  the  date 
prescribed  by  this  subparagraph.  The 
agreement  shall  be  sent  to  the  United 
States  shareholder  at  his  last  known 
address  by  either  registered  or  certified 
mail.  If  registered  mail  is  used  for  such 
purpose,  the  date  of  registration  shall 
be  treated  as  the  date  of  determination; 
if  certified  mail  is  used  for  such  purpose, 
the  date  of  the  postmark  on  the  sender’s 
receipt  for  such  msdl  shall  be  treated  as 
the  date  of  determination.  However,  if 
the  deficiency  distribution  is  received  by 
such  shareholder  before  such  registra¬ 
tion  or  postmark  date  but  on  or  after 
the  date  the  agreement  is  signed  by  the 
district  director  or  such  other  official  to 
whom  authority  to  sign  the  agreement 
is  delegated,  the  date  of  determination 
shall  be  the  date  on  which  the  agreement 
is  so  signed. 

(6)  The  determination  imder  this 
paragraph  shall  find  that,  due  to  the 
United  States  shareholder’s  failure  to 
receive  a  minimum  distribution,  the 
section  963  exclusion  does  not  apply  for 
the  taxable  year  with  respect  to  stock 
to  which  the  election  under  such  sec¬ 
tion  relates.  A  determination  described 
in.  subdivision  (ii)  or  (iii)  of  subpara¬ 
graph  (1)  of  this  paragrt^h  shall  set 
forth  the  amount  of  the  deficiency  dis¬ 
tribution  and  the  amoimt  of  additional 
income  tax  for  which  the  United  States 
shareholder  is  liable  under  chapter  1  of 
the  Code  by  reason  of  not  including  in 
gross  income  for  such  year  the  amount 
of  the  deficiency  distribution.  If  a  de¬ 
termination  described  in  subdivision  (i) 
of  subparagraph  (1)  of  this  paragraph 


does  not  establish  the  amount  of  the 
deficiency  distribution  and  such  amount 
of  additional  tax,  such  amounts  may  be 
established  by  an  agreement  which  is 
signed  by  the  district  director,  or  such 
other  official  to  whom  authority  to  sign 
the  agreement  is  delegated. 

(d)  Claim  for  treatment  of  distribu~ 
tion  as  a  deficiency  distribution — (1) 
Claim  filed  after  date  of  determination. 
A  claim  (including  any  amendments 
thereof)  for  treatment  of  a  deficiency 
distribution  as  counting  toward  a  mini¬ 
mum  distribution  for  the  taxable  year 
of  election  shall  be  filed  in  duplicate, 
within  120  days  after  the  date  of  the 
determination  described  in  paragraph 
(c)  of  this  section,  with  the  requisite 
declaration  prescribed  by  the  Commis¬ 
sioner  on  the  appropriate  claim  form 
and  shall  be  accompanied  by — 

(1)  A  copy  of  such  determination  and 
a  description  of  how  it  became  final; 

(ii)  If  requested  by  the  district  direc¬ 
tor,  or  by  such  other  official  to  whom 
authority  to  sign  the  agreement  re¬ 
ferred  to  in  paragraph  (c)  (  (1)  or  (6)  of 
this  section  Is  delegated,  a  consent  by 
the  United  States  shareholder  imder 
section  6501  to  extend  the  period  for  the 
making  of  assessments,  and  the  bringing 
of  distraint  or  a  proceeding  in  court  for 
collection,  in  respect  of  a  deficiency 
and  all  interest,  additional  amoimts,  and 
assessable  penalties  for  the  taxable  year 
of  election;  and 

(iii)  Such  other  information  as  may 
be  required  by  the  claim  form  or  the 
district  director,  or  other  official,  in  sup¬ 
port  of  the  claim. 

(2)  Advance  claim.  An  advance 
claim  for  treatment  of  a  deficiency 
distribution  as  counting  toward  a  mini¬ 
mum  distribution  for  the  taxable  year  of 
election  shall  be  filed  in  duplicate,  with¬ 
in  90  days  after  such  distribution  but 
before  the  date  of  determination  de¬ 
scribed  in  paragraph  (c)  of  this  section, 
and  shall  satisfy  all  requirements  of 
subparagraph  (1)  of  this  paragraph 
other  then  subdivision  (i>  of  such  sub- 
paragraph.  However,  within  120  days 
after  the  date  of  the  determination  de¬ 
scribed  in  paragraph  (c)  of  this  section, 
the  advance  claim  shall  be  completed 
so  that  it  satisfies  all  requirements  of 
subparagraph  (1)  of  this  paragraph. 

(e)  Computation  of  interest  on  defi^ 
ciendes  in  tax.  If  a  United  States  share¬ 
holder,  for  the  taxable  year  of  the  elec¬ 
tion  under  section  963.  completes  a  mini¬ 
mum  distribution  for  such  year  by 
receiving  a  deficiency  distribution  to 
which  this  section  applies,  the  interest 
on  the  deficiency  in  tax  due  by  reason 
of  the  failure  to  include  the  amount 
of  such  deficiency  distribution  in  such 
shareholder’s  gross  income  for  such  year 
shall  be  computed  for  the  periods  from 
the  last  date  prescribed  for  pa3nnent 
of  the  tax  for  such  year  to  the 
date  such  deficiency  in  tax  is  paid. 
No  interest  shall  be  due  by  reason  of  the 
failure  to  include  subpart  F  income  in 
gross  income  for  a  taxable  year  in  respect 
of  which  a  minimum  distribution  imder 
section  963  is  completed  by  a  deficiency 
distribution  to  which  this  section  applies. 

(f)  Claim' for  credit  or  refund.  If  a 
deficiency  in  tax  is  asserted  for  any  tax¬ 


able  3rear  by  reason  of  failure  to  include 
subpart  F  income  in  gross  income  under 
section  951(a)  (1)  (A)  (1)  and  the  United 
States  shareholder  has  paid  any  portion 
of  such  asserted  deficiency,  such  share¬ 
holder  is  entitled  to  a  credit  or  refund  of 
such  payment  to  the  extent  that  such 
pasrment  constitutes  an  overpasrment  of 
tax  as  the  result  of  the  receipt  of  a  de¬ 
ficiency  distribution  to  which  this  section 
applies.  To  secure  credit  or  refund  of 
such  overpayment  of  tax,  the  United 
States  shareholder  must  file  a  claim  on 
Form  843  in  addition  to  the  claim  form 
required  under  paragraph  (d)  of  this 
section.  No  interest  shall  be  allowed  on 
such  credit  or  refund. 

(g)  Effect  of  deficiency  distribution — 

(1)  Allocation  of  distributions.  The  de¬ 
ficiency  distribution  shall  be  allocated, 
by  appl3dng  the  rules  of  S  1.963-3  (and 
paragraph  (b)  of  §  1.963-4,  if  applicable 
for  the  year  of  election) ,  as  a  distribu¬ 
tion  first  from  the  earnings  and  profits 
(to  the  extent  thereof)  of  the  foreign 
corporation  which  was  the  single  first- 
tier  corporation,  or  of  the  distributing 
corporation  or  corporations  which  were 
in  the  chain  or  group,  as  the  case  may 
be.  for  the  taxable  year  in  respect  of 
which  the  election  was  made,  and  then 
from  earnings  and  profits  (to  the  extent 
thereof)  described  in  section  959(c)  (3) 
and  determined  as  provided  hi  section 
959  for  the  most  recent  taxable  year  and 
the  first,  second,  etc.,  taxable  years  pre¬ 
ceding  such  recent  taxable  years,  in  that 
order,  of  the  distributing  corporation  or 
corporations.  In  applying  the  preceding 
sentence  to  taxable  years  o^er  than  the 
taxable  year  in  respect  of  which  the  elec¬ 
tion  was  made,  the  deficiency  distribu¬ 
tion  shall  first  be  allocated,  in  the  order 
of  allocation  prescribed  by  such  sentence, 
first  to  taxable  years  in  respect  of  which 
no  election  under  section  963  was  made 
with  respect  to  the  stock  on  which  such 
distribution  Is  received  and  then  to  tax¬ 
able  years  in  respect  of  which  an  elec¬ 
tion  under  such  section  was  made. 

(2)  Year  of  receipt.  Any  deficiency 
distribution  made  with  respect  to  a  tax¬ 
able  year  of  the  United  States  share¬ 
holder  hall  be  treated,  except  as  provided 
in  paragraph  (b)  (2)  of  this  se^ion,  as 
having  been  received  by  the  shareholder 
in  that  year  for  which  such  shareholder 
elected  to  secure  an  exclusion  under  sec¬ 
tion  963;  and,  for  purposes  of  the  for¬ 
eign  tax  credit  under  section  901,  the 
foreign  income  taxes  paid  or  accrued,  or 
deemed  paid,  by  the  United  States  share¬ 
holder  by  reason  of  a  distribution  of  any 
amoimt  treated  as  a  deficiency  distribu¬ 
tion  for  such  year  shall  be  treated  as  paid 
or  accrued,  or  deemed  paid,  for  such 
year. 

(3)  Year  of  payment.  A  distribution 
counting  toward  a  deficiency  distribution 
for  a  taxable  year  of  election  shall,  ex¬ 
cept  as  provided  in  paragraph  (b)  (2) 
of  this  section,  be  treated  for  purposes  of 
applying  paragraph  (a)  of  §  1.963-3,  re¬ 
lating  to  conditions  under  which  earn¬ 
ings  and  profits  are  coimted  toward  a 
minimum  distribution,  and  paragraph 
(b)  (3)  of  S  1.963-^,  relating  to  rules  for 
distributing  through  a  chain  or  group, 
as  if  it  were  distributed  during  the  dis¬ 
tribution  period  (as  defined  in  para- 
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graph  (g)  of  8  1.963-3)  with  respect  to 
the  distributing  corporation  and  each 
foreign  corporation  through  which  such 
distribution  is  made  to  the  United  States 
shareholder,  tor  the  taxable  year  to 
which  the  election  under  section  963  ap¬ 
plies;  and  the  foreign  income  taxes  paid 
by  any  foreign  corporation  by  reason 
of  such  distribution  shall,  in  the  applica¬ 
tion  of  section  902  and  of  the  special 
rules  of  paragraph  (c)  of  f  1.963-4,  be 
treated  as  paid  or  accrued  by  such  for¬ 
eign  corporation  for  its  taxable  year  to 
which  such  election  applies.  The  dis¬ 
tribution  shall  not  count  toward  a  mini¬ 
mum  distribution  for  any  other  taxable 
year. 

(4)  Allocation  of  reduction  in  tax 
credit.  If  any  portion  of  a  deficiency 
distribution  from  a  corporation  which 
was  in  a  chain  or  group  is  paid  from  earn¬ 
ings  and  profits  of  a  taxable  year  other 
than  that  in  respect  of  which  the  elec¬ 
tion  was  made,  then  the  minimum  dis- 
tributkm  toward  which  such  deficiency 
distribution  counts  may  not  be  treated 
as  a  pro  rata  minimum  distribution  for 
purposes  of  8  1.963-4.  Moreover,  the 
amoiuit  of  the  overall  United  States  and 
foreign  income  tax  with  respect  to  such 
minimum  distribution  must  satisfy  the 
minimum  tax  requirements  of  paragraph 
(aXlXi),  or  paragraph  (aXlXii),  or 
8  1.96^  but,  if  the  latter  applies,  with¬ 
out  reduction  and  deferral  \mder 
paragraph  (c)  (3)  of  such  section  of  the 
foreign  tax  credit  allowable  under  sec¬ 
tion  901  with  respect  to  the  deficiency 
distribution. 

§  1.963—7  Transitional  rules  for  certain 
taxable  years. 

(a)  Extension  of  time  for  making,  re¬ 
voking,  or  changing  election — (1)  In 
general  Subparagraphs  (2)  and  (3)  of 
this  paragraph  provide  additional  rules 
which  apply  only  to  a  taxable  year  of  a 
United  States  shareholder  for  which  the 
last  day  prescribed  by  law  for  filing  its 
return  (including  any  extensions  of  time 
under  section  6081)  occurs  on  or  before 
the  90th  day  after  September  30.  1964. 

(2)  Manner  of  making  the  election. 
The  election  of  the  United  States  share¬ 
holder  to  secure  the  exclusion  under  sec¬ 
tion  963  and  the  consent  to  the  regula¬ 
tions  imder  such  section  may  be  made 
for  the  taxable  year — 

(i)  By  filing  with  the  return  for  such 
taxable  year — 

(a)  A  written  statement  stating  that 
such  election  is  made  for  such  taxable 
year,  and 

(b)  The  names  of  the  foreign  corpora¬ 
tions  to  which  such  election  applies,  the 
taxable  year,  country  of  incorporation, 
pretax  earnings  and  profits,  foreign  in¬ 
come  taxes,  earnings  and  profits,  and 
outstanding  capital  stock,  of  ea<^  such 
corporation,  and  such  other  information 
relating  to  the  election  made  as  the  Com- 
ntissioner  may  prescribe,  on  or  before 
the  date  of  filing,  by  instructions  or 
schedules  to  support  such  return;  or 


(ii)  In  case  of  any  extension  of  time 
under  section  6081  with  respect  to  such 
taxable  srear  where  the  last  day  pre- 
scsribed  by  law  for  filing  the  return  by 
the  electing  United  States  shareholder 
(not  including  any  extensions  thereof) 
occurs  on  or  before  September  30,  1964, 
by  filing  with  the  request  for  the  first 
such  extension  of  time  a  written  state¬ 
ment  stating  that  such  election  is  made 
for  such  taxable  year  and  setting  forth 
the  names  of  the  foreign  corporations  to 
which  each  election  applies. 

(3)  Revocation  or  change  of  election. 
An  election  made  in  the  manner  pro¬ 
vided  by  subparagraph  (2)  of  this  para¬ 
graph  may  be  revoked  or  changed — 

(i)  By  filing  with  the  return  on  or  be¬ 
fore  the  90th  day  after  September  30, 
1964,  a  written  statement  that  such  elec¬ 
tion  is  revoked  or  changed,  as  the  case 
may  be,  and  by  setting  forth  with  re¬ 
spect  to  any  such  modified  election  the 
information  prescribed  by  subparagraph 

(2)  (i)  (b)  of  this  paragraph,  or 

(ii)  Where  the  return  has  been  filed 
on  or  before  such  90th  day,  by  filing  on  or 
before  such  90th  day  an  amended  return 
and  an  accompanying  statement  that 
such  election  is  revoked  or  changed,  as 
the  case  may  be.  and  by  setting  forth 
with  respect  to  any  such  modified  election 
the  information  prescnribed  by  subpara¬ 
graph  (2)  (i)  (b)  of  this  paragraph. 

(b)  Extension  of  time  for  making  a 
minimum  distribution — (1)  In  general. 
This  paragriq)h  applies  only  with  respect 
to  a  taxable  year  of  a  United  States 
shareholder  ending  on  or  before  Septem¬ 
ber  30,  1964,  for  which  an  election  to 
secmre  an  exclusion  xmder  section  963  is 
made  where,  in  case  of  a  first-tier  elec¬ 
tion,  the  distribution  period  of  such 
first-tier  corporation  with  respect  to  its 
taxable  year  to  which  such  election 
applies  ends  on  or  before  the  90th  day 
after  such  date,  and  where,  in  the  case  of 
a  chain  or  group  election,  the  distribu¬ 
tion  period  ends  on  or  before  such  90th 
day  with  respect  to  the  taxable  year  to 
which  the  election  applies  of  any  of  the 
foreign  corporations  in  such  chain  or 
group.  / 

(2)  Conditions  for  obtaining  extension 
of  time.  A  distribution  on  stock  with 
respect  to  which  the  election  under  sec¬ 
tion  963  was  made  which  is  received  by 
the  United  States  shareholder  from  a 
foreign  corporation  which  was  the  single 
first-tier  conporation,  or  a  corporation 
in  the  chain  or  group,  as  the  case  may 
be,  with  respect  to  which  the  election 
was  made,  shall  count  toward  a  mlnl- 
hium  distribution  under  section  963  for 
such  year  of  election  if — 

(i)  The  distribution  is  made  on  or 
before  such  90th  day. 

(ii)  The  shareholder  in  a  statement 
attached  to  its  return  or  amended  re- 
tmm  for  such  year  (which  is  filed  on  or 
before  such  90th  day)  indicates  the  for¬ 
eign  corporati<»i  or  corporations  from 
which  the  distribution  is  made  and  states 
that,  and  the  extent  to  which,  the  dis¬ 


tribution  is  to  count  toward  such  mini¬ 
mum  distribution, 

(iii)  The  distribution  is  of  such  a  na¬ 
ture  as  would  have  permitted  it  to  count 
toward  a  minimum  distribution  for  such 
taxable  year  of  the  United  States  share¬ 
holder  if  it  had  been  made  on  the  last 
day  of  such  year,  and 

(iv)  The  United  States  shareholder 
includes  the  distribution  in  gross  income 
as  if  it  were  received  on  the  last  day  of 
such  taxable  year  of  election. 

The  distribution  shall  be  applied  against 
the  earnings  and  profits  of  the  single 
first-tier  corporation  or  the  foreign  cor¬ 
porations  in  the  chain  or  group  for  the 
taxable  year  of  such  corporation  or  cor¬ 
porations  to  which  the  election  applies. 

(3)  Year  of  receipt.  To  the  extent 
that  a  distribution  counts  toward  a  mini¬ 
mum  distribution  under  this  paragraph 
with  respect  to  a  taxable  year  of  the 
United  States  shareholder,  it  shall  be 
treated  as  having  been  received  by  the 
shareholder  in  that  year  for  the  purpose 
of  determining  gross  income  and  the  as¬ 
sessment  of  interest,  additional  amounts, 
and  assessable  penalties;  and,  for  pur¬ 
poses  of  the  foreign  tax  credit  under  sec¬ 
tion  901,  the  foreign  income  taxes  paid  or 
accrued,  or  deemed  paid,  by  the  United 
States  shareholder  by  reason  of  a  dis¬ 
tribution  of  any  amount  treated  as  a  dis¬ 
tribution  for  such  year  imder  this  para- 
grcmh  shall  be  treated  as  paid  or  accrued, 
or  deemed  paid,  for  such  year. 

(4)  Year  of  payment.  The  distribu¬ 
tion  shall  be  treated  for  purposes  of  ap- 
plsring  paragraph  (a)  of  8  1.963-3,  re¬ 
lating  to  conditions  under  which 
earnings  and  profits  are  counted  toward 
a  minimum  distribution,  and  paragraph 
(b)  (3)  of  8  1.963-4,  relating  to  rules  for 
distributing  through  a  chain  or  group, 
as  if  it  were  distributed  during  the  dis¬ 
tribution  period  (as  defined  in  paragraph 
(g)  of  8  1.963-3)  with  respect  to  the  dis¬ 
tributing  corporation  and  each  foreign 
corporation  through  which  such  distri¬ 
bution  is  made  to  the  United  States 
shareholder,  for  the  taxable  year  to 
which  the  election  under  section  963  ap¬ 
plies;  and  the  foreign  income  taxes  paid 
by  any  foreign  corporation  by  reason  of 
such  distribution  shall,  in  the  applica¬ 
tion  of  section  902  and  of  the  special  rules 
of  paragraph  (c)  of  8  1.963-4,  be  treated 
as  paid  or  accrued  by  such  foreign  cor¬ 
poration  for  its  taxable  year  to  which 
such  election  applies.  The  distribution 
Rhn.ll  not  count  toward  a  minimum  dis¬ 
tribution  for  any  other  taxable  year. 

(Sec.  7805,  Internal  Revenue  Code  of  1954: 
68A  Stat.  917;  26  UA.C.  7805) 

[seal]  Bertrand  M.  Hardinc, 

Acting  Commissioner 
of  Internal  Revenue. 

Approved:  September  16,  1964. 

Stanley  S.  Surrey, 

Assistant  Secretary 
of  the  Treasury. 

[PJl.  Doc.  64-9683;  PUed,  Sept.  24,  1964; 

8:45  am.] 
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FEDERAL  AVIATION  ABENCY 

[  14  CFR  Part  73  [New]  1 

[Alrspcuse  Docket  No.  64-SW-23] 

RESTRICTED  AREA 
Proposed  Alteration 

Notice  is  hereby  given  that  the  Fed¬ 
eral  Aviation  Agency  is  considering  an 
amendment  to  §  73.63  of  the  Federal 
Aviation  Regulations,  the  substance  of 
which  is  stated  below.  > 

The  Matagorda  Island,'  Texas,  Re¬ 
stricted  Area  R-6303  is  presently  de¬ 
scribed  as  follows: 

Jt-6303  Matagorda  Island,  Texas 

Boundaries.  Beginning  at  latitude  28*15'- 
30"  N.,  longitude  06*26'50"  W.;  to  latitude 
28*18'56"  N.,  long^ltude  90*27'46"  W.;  to  lati¬ 
tude  28*20'66"  N.,  longitude  96*29'16"  W.; 
to  latitude  28*12'00"  N.,  longitude  96*46'00" 
W.;  to  latitude  28*07'00"  N.,  longitude  96*- 
42'0O"  W.;  thence  3  nautical  miles  from  and 
parallel  to  the  shoreline  to  the  point  of  be¬ 
ginning. 

Designated  altitudes.  Surface  to  flight 
level  800. 

Time  of  designation.  Sunrise  to  sunset. 

Using  agency-  Ck>mmander,  Second  Air 
Force,  Barksdale  AFB,  Louisiana. 

The  UJ3.  Air  Force  has  proposed  that 
the  time  of  use  be  changed  from  "Sun¬ 
rise  to  Sunset"  to  "Continuous"  and  that 
the  area  be  designated  for  joint  use. 

If  this  action  is  taken,  the  Matagorda 
Texas  Restricted  Area  Rr-6303  would  be 
designated  as  follows: 

B-Matagorda  Island,  Texas 

Boundaries.  No  change. 

Designated  altitudes.  Sxirface  to  flight 
level  600. 


Time  of  designation.  Continuous. 

Controlling  agency.  Federal  Aviation 
Agency,  San  Antonio  ABTC  Center. 

Using  agency.  Commander,  Secmid  Air 
Force,  Barksdale  AFB,  Louisiana. 

In  addition,  the  airspace  in  R-4303 
at  and  above  14,500  MSL  would  be  in¬ 
cluded  in  the  continental  control  area. 

The  UJ3.  Air  Force  states  they  are  re¬ 
questing  this  action  because  of  Strategic 
Air  Command  requirements  for  addi¬ 
tional  training.  This  training,  involv¬ 
ing  all  SAC  crews,  includes  the  release 
of  pracUce  and  general  purpose  bombs 
at  high  and  low  altitudes  both  day  and 
night.  The  Matagorda  Range  R-6303  is 
the  only  range  of  its  t3n?e  in  the  south¬ 
west  that  is  suitably  l^rumented  for 
this  training.  The  U.S.  Air  Force  has 
further  stated  that  the  extension  of  time 
of  use  was  not  requested  primarily  to 
provide  nteht  training.  Instead,  the 
additional  time  is  required  to  enable  the 
Air  Force  to  schedule  R-6303  for  all  of 
its  crews. 

The  proposed  change  increases  the 
time  of  use,  however,  by  redesignating 
the  area  as  "Continuous",  with  joint  use, 
R-6303  should  be  available  for  public 
use  a  greater  percentage  of  time  than 
with  the  present  designation,  particu¬ 
larly  for  daytime  VFR  traffic  which  is 
presently  excluded.  ' 

Interested  persons  may  submit  such 
written  data,  views,  or  arguments  as  they 
may  desire.  Communications  should  be 
submitted  in  triplicate  to' the  Director, 
Southwest  Region,  Attn:  Chief,  Air 
Traffic  Division,  Federal  Aviation 
Agency,  Post  Office  Box  1689,  Fort 
Worth,  Tex.,  76101.  All  communica¬ 


tions  received  within  forty-five  days 
after  publication  of  this  notice  in  the 
Federal  Register  will  be  considered  be¬ 
fore  action  is  taken  on  the  pr(H>osed 
amendment.  No  public  hearing  is  con¬ 
templated  at  this  time,  but  arrangements 
for  informal  conferences  with  Federal 
Aviation  Agency  officials  may  be  made 
by  contacting  the  Regional  Air  Traffic 
Division  Chief,  or  the  Chief,  Airspace 
Regulations  and  Procedures  Division, 
Federal  Aviation  Agency,  Washington, 
D.C.  Any  data,  views  or  arguments  pre¬ 
sented  during  such  conferences  must 
a^o  be  submitted  in  writing  in  accord¬ 
ance  with  this  notice  in  order  to  bec(»ne 
part  of  the  record  for  consideration. 
The  proposal  contained  in  this  notice 
may  be  changed  in  the  light  of  c(»nments 
received. 

The  official  Docket  will  be  available  for 
examination  by  interested  persons  at  the 
Federal  Aviation  Agency,  Office  of 
the  General  Counsel:  Attention'  Rules 
Docket,  800  Independence  Ave.  SW., 
•  Washington,  D.C.,  20563.  An  Informal 
docket  will  also  be  available  for  exami¬ 
nation  at  the  office  of  the  Regional  Air 
Traffic  Division  Chief. 

This  amendment  is  proposed  under 
section  307(a)  of  the  Federal  Aviaticm 
Act  of  1958  (72  Stat.  749;  49  UJS.C.  1348) . 

Issued  in  Washington,  D.C.,  on  Sep¬ 
tember  17,  1964, 

H.  B.  Helstrom, 

Acting  Chief,  Airspace 
Regulations  and. 
Procedures  Division. 

[FJl.  Doc.  64-9719;  FUed,  Sept.  24.  1964; 

8:46  am.] 
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transportation  with  reQ>ect  to  com-  sion  (d).  and  redesignating  the  other 
modities  transferred  pursiiant  to  secticxis  subdivisions  as  (b) ,  (c) .  and  (d) ,  so  that 
201  and  202,  upon  certification  that  such  subdivisions  (a) ,  (b) ,  (c) .  and  (d)  read 
payment  is  necessary  to  accomplish  the  as  follows; 

purposes  of  title  n  of  Public  Law  480.  Commissioner.  Office  of 

Sec.  2.  Paragraph  (4)  of  section  2  Regulations  and  Rulings: 
of  Delegation  of  Authority  No.  23  of  Decisions  and  functions  relating  to  all 
December  28,  1962,  is  amended  as  matters  in  which  authority  to  make  de- 
follows:  cisions  is  delegated  by  this  Order  to  the 

(4)  The  function  set  forth  in  section  Deputy  Commissioner,  Division  of  Clas- 
203  of  Public  Law  480  and  in  section  216  slfication  and  Drawbacks;  the  Deputy 
of  the  Foreign  Assistance  Act  of  1961,  Commissioner,  Division  of  Entry,  Value 
as  amended,  of  authorizing  pajrment  of  Penalties;  or  the  Deputy  Commis- 
ocean  freight  and  inland  tran^x>rtation  sloner.  Division  of  Marine  Administra- 
on  shipments  of  c<»nmodities  imder  titles  ^on. 

n  and  m  of  Public  Law  480.  <b)  Deputy  Commissioner,  Division  of 

n  r,  1.1  m  1.1  m  Classlfication  and  Drawbacks: 

Sec.  3.  Section  2  of  Delegation  of 

OQ  rv#  r  y.  T  It.  JI  » ,  4)0  1  AAO  VD  ^^CCISIOTIS  wO  tlXl0  V&riff 

classification  of  merchandise. 
foUowing  new  (2)  Decisions  on  applications  sub- 
paragraphs  (5)  and  (6) .  mitted  pursuant  jn  section  562,  Tariff 

(5)  The  function,  with  re«>ect  to  pro-  Act  of  1930,  as  amended. 

grams  conducted  worldwide  or  in  ooun-  (3)  Decisions  as  to  the  entry  of  arti- 
tries  in  two  or  more  geographic  cles  under  section  308,  Tariff  Act  of  1930, 

regions,  of  requesting  or  authorizing  as  amended. 

the  transfer  of  surplus  agricultural  com-  (4)  Decisions  relating  to  the  establish- 
modities  pursuant  to  sections  201  and  ment  and  operation  of  bonded  ware- 
202  of  title  n  of  Public  Law  480.  houses.  ' 

(6)  The  function,  with  respect  to  pro-  (5)  Decisions  as  to  the  approval  of 

grams  conducted  worldwide  or  in  coim-  blanket  smelting  bonds,  general  term 
tries  in  two  or  more  gec^raphic  bonds  for  the  entry  of  merchandise,  and 


Agonqr  for  Intomational  DovolopmonI 

CHIEF,  INVESTMENT  GUARANTIES 
DIVISION 

DeUgafion  of  Authority  Rolbting  to 
Invostmont  Guarantios 

Pursuant  to  the  authority  delegated  to 
me  by  Delegation  of  Authority  No.  39 
from  the  Administrator  of  AJJ3.,  dated 
April  13.  1964  (M.O.  130.39),  I  hereby 
delegate  the  following  functions : 

1.  To  the  Chief  of  the  Investment 
Quaranties  Division:  Authority  to  make 
suitable  arrangements  with  any  investor 
to  provide  for  the  cure  of  any  curable 
breach  of  the  Investor’s  reporting  and 
fee  pasrment  covenants  in  any  contract 
of  gusuunty  issued  under  section  221(b) 
(1)  of  the  Foreign  Assistance  Act  of  1961, 
under  section  111(b)  (3)  of  the  Economic 
Corporation  Act,  and  imder  section  413 
(b)(4)  of  the  Mutual  Security  Act  of 
1954. 

2.  The  authorities  delegated  herein 
may  be  redelegated  and  shall  be  exer¬ 
cised  in  accordance  with  agency  policies, 
regulations  and  procedures. 

3.  Reference  in  this  Delegation  of  Au¬ 
thority  to  any  Act  shall  be  deemed  to  be 
references  to  such  Act  as  amended  from 
time  to  time. 

4.  This  Delegation  of  Authority  shall 
be  deemed  effective  as  of  the  date  on 
which  it  is  signed  and  Includes  ratifica¬ 
tion  of  all  acts  taken  prior  hereto  which 
are  consistent  with  the  terms  and  scope 
of  this  Delegation  of  Authority. 

Dated:  September 8. 1964. 

Seymour  W.  Peyser, 
Assistant  Administrator  for  De¬ 
velopment  Finance  and  Pri~ 
vote  Enterprise. 

[PH.  Doc.  64-9726;  Filed,  Sept.  24.  1964; 

8:46  a.m.] 


Bureau  of  Customs 

[TD.  66262] 

[Customs  Delegation  Order  No.  1, 

Rev.;  Arndt.] 

CERTAIN  OFFICERS 

Delegation  of  Authority  To  Make  Cer¬ 
tain  Decision  and  Perform  Certain 
Functions 

September  18, 1964. 

By  virtue  of  the  authority  vested  in 
me  by  Treasury  Department  Order  No. 
165,  Revised  (TX>.  53654;  19  FJL  7241), 
as  amended.  Customs  Delegation  Order 
No.  1  (TX).  53161;  17  FH.  11705),  as 
revised  by  TX).  53694  (19  Fit.  8756) .  and 
amended  by  TI>.  53914  (20  FJL  7554). 
TX).  54654  (23  FJl.  5962).  TJ>.  55431 
(26  FJt.  6628).  TX).  55543  (27  FR.  262), 
TX).  55823  (28  FJL  1267)  and  TJ>.  55946 
(28  FJL  7611) ,  is  hereby  further  amend¬ 
ed  as  follows: 

Paragraph  1  is  amended  by  inserting 
a  new  subdivision  (a),  deleting  subdivi- 


[  Delegation  of  Authority  23-2] 

REGIONAL  ASSISTANT  ADMINISTRA¬ 
TORS  AND  ASSISTANT  ADMINIS¬ 
TRATOR  FOR  MATERIAL  RE¬ 
SOURCES 

Dolagation  of  Authority 

Pursuant  to  the  authority  delegated  to 
me  by  Delegation  of  Authority  No.  104, 
as  onended,  from  the  Secretary  of  State, 
dated  November  3,  1961,  it  is  ordered  as 
follows: 

Section  1.  Paragraph  (4)  of  section  1 
of  Delegation  of  Authority  No.  23  of 
December  28,  1962,  is  hereby  amended  to 
read  as  follows: 

(4)  The  fimction,  pursuant  to  secticm 
203  of  title  n.  of  determining  the  agen¬ 
cies.  including  intergovernmental  orga¬ 
nizations,  through  which  and  the  man¬ 
ner.  terms,  and  conditions  upon  which, 
transfers  under  sections  201  and  202 
shall  be  made,  and  oi  authorizing  the 
payment  of  ocean  freight  and  inland 

13350 


FEDERAL  REGISTER 


13351 


Friday,  September  25,  1964 


or  penalties  (Including  forfeitures)  In 
amounts  not  exceeding  $5,000  in  the  ag¬ 
gregate  in  any  one  case. 

(9)  Decisions  regarding  import 
quotas. 

(10)  Decisions,  other  than  those  enu¬ 
merated  heretofore  in  this  subdivision 
(c),  in  matters  arising  under  provisions 
of  law  administered  in  the  Division  of 
Entry,  Value  and  Penalties. 

(d)  Deputy  Commissioner,  Division  of 
Marine  Administration: 

(1)  Decisions  as  to  the  mitigation  or 
remission  of  fines  and  penalties  (includ¬ 
ing  forfeitures)  in  amoimts  not  exceed¬ 
ing  $5,000  in  the  aggregate  in  any  one 
case  handled  in  his  division. 

(2)  Decisions  with  respect  to  the  reg¬ 
istry  (including  provisional  registry) , 
enrollment,  and  licensing  of  vessels,  in¬ 
cluding  matters  reladng  to  builders’  cer¬ 
tificates,  awards  of  official  numbers,  ap¬ 
proval  of  home  ports,  assignment  of 
signal  letters,  the  preparation  of  all  re¬ 
ports  and  publications  in  connection 
tterewlth,  and  endorsement  of  names 
and  masters. 

(3)  Decisions  with  respect  of  the  re¬ 
cording  of  instruments  of  legal  or  equi¬ 
table  title  and  of  notices  of  claim  of 
Uen  relating  to  vessels. 

(4)  Decisions  with  respect  to  the  reg¬ 
istration  of  rockets,  lights,  or  other  sim¬ 
ilar  code  signals,  house  flags,  and  funnel 
marks. 

(5)  Decisions  with  respect  to  certifi¬ 
cates  of  protection,  certificates  of  record, 

I  yacht  commissions,  and  cruising  licenses. 

(6)  Decisions  with  respect  to  the  ad¬ 
measurement  of  vessels. 

(7)  Decisions  with  respect  to  tonnage 
taxes  (regular,  special,  and  discrimina¬ 
tory)  .  and  light  money. 

(8)  Decisions  with  respect  to  the  col¬ 
lection  of  tolls. 

(9)  Decisions  with  respect  to  the  entry 
and  clearance  of  vessels  and  permits  for 
them  to  proceed  coastwise. 

(10)  Decisions  with  respect  to  the 
regulations  of  vessels  in  the  coasting  and 
fishing  trades. 

(11)  Decisions  with  respect  to  the 
limitation  of  the  use  of  foreign  vessels 
in  waters  imder  the  jurisdiction  of  the 
United  States. 

(12)  Decisions  with  respect  to  salvage 
operations  by  vessels  within  the  territo¬ 
rial  waters  of  the  United  States. 

(13)  Decisions  with  respect  to  the 
protection  of  steerage  passengers. 

(14)  Decisions  with  respect  to  publi¬ 
cation  of  "Navigation  Laws  of  the  United 
States.” 

(15)  Decisions  with  respect  to  the 
dutiability  of  motorboats  under  para- 
P-aph  370,  Tariff  Act  of  1930. 

(16)  Decisions  relating  to  the  assess¬ 
ment  and  collection  of  duties  on  equip¬ 
ment  or  repairs  of  vessels  or  aircraft 
under  section  466.  Tariff  Act  of  1930,  and 
decisions  regarding  the  remission  or  re¬ 
fund  of  such  duties. 

(17)  Decisions,  other  than  those  enu¬ 
merated  heretofore  in  this  subdivision 
(d) ,  in  matters  arising  under  provisions 
of  law  administered  in  the  Division  of 
Marine  Administration. 


This  Order  shall  become  effective  on 
October  1. 1964. 

[SEAL]  liKSTKR  D.  JOHNSOW 

Acting  Commissioner  of  Customs. 

(FK.  Doo.  64-«78«;  FUed.  Sept.  24,  1964; 
8:48  ajn.] 


[TJ3.  66263] 

[Cmtoms  Delegation  Order  No.  18  reveled] 

DEPUTY  COMMISSIONER  OF  CUS¬ 
TOMS,  DIVISION  OF  TECHNICAL 
SERVICES 

Revocation  of  Designation  as 
Contracting  Officer 

September  18.  1964. 
Customs  Delegation  Order  No.  18, 
designating  the  "Deputy  Commissioner 
of  Customs.  Division  of  Technical  Serv¬ 
ices,"  as  contracting  officer  with  author¬ 
ity  to  enter  into  and  administer  contracts 
for  the  construction  of  customs  border 
facilities  provided  for  in  19  UB.C.  68  and 
customs  scales,  weigh  houses,  and  ap¬ 
purtenances.  is  hereby  revoked. 

This  revocation  shall  become  effective 
October  1,  1964. 

[seal]  Lester  D.  Johnson, 

Acting  Commissioner  of  Customs. 

[P.  R.  Doc.  64-9737;  FUed,  Sept.  24,  1964; 
8:48  am.] 


Coast  Guard 

[CaPR  64-68] 

JAMES  RIVER 

Closed  to  Navigation  During  Firing  of 

Catapults  Aboard  Aircraft  Carrier 

CVA-66,  America 

By  virtue  of  the  authority  vested  in  me 
as  Commandant,  United  States  Coast 
Guard,  by  Treasury  Department  Order 
120  dated  July  31, 1950  (15  FJl.  6521)  and 
Executive  Order  10173,  as  amended,  by 
Executive  Orders  19277  and  10352,  I 
hereby  affirm  for  publication  in  the  Fed¬ 
eral  Register  the  order  of  O.  C.  Rohnke, 
Rear  Admiral,  United  States  Coast 
Guard,  Commander,  Fifth  Coast  Guard 
District,  who  has  exercised  authority  as 
District  Commander  such  order  reading 
as  follows: 

Special  Notice  James  River 

Under  the  authority  of  Title  n  of  the 
Espionage  Act  of  June  15, 1917  (40  Stat.  220) , 
as  amended  and  Executive  Order  10173,  as 
amended,  and  14  UA.C.  91,  I  declare  that 
from  Tuesday  the  22d  day  of  September  1964 
to  Friday  the  6th  day  of  November  1964  the 
foUowing  area  is  a  prohibited  area  and  I 
order  it  be  closed  to  any  person  or  vessel  from 
7:00  am.,  es.t.,  to  7:00  pm.,  es.t.,  during  the 
test  firings  of  catapults  aboard  “America" 
(CVA-66). 

The  water  of  the  James  River,  Norfolk- 
Newport  News  Harbor,  Virginia,  within  the 
coordinates  of  latitude  36  degrees  60  minutes 
9.06  seconds  North,  longitude  76  degrees  26 
minutes  27  seconds  West  at  the  shoreline  of 
Newpevt  News  near  the  foot  of  38th  street, 
Newport  News,  to  a  i>oint  600  yards  offsheve  at 
latitude  36  degrees  68  minutes  66  seconds 
North,  longitude  76  degrees  26  minutes  46 
seconds  West,  thence  southeasterly  to  a 


petot  latitude  36  degrees  68  minutes  29 
seconds  North,  longitude  76  degrees  26  min¬ 
utes  86  seconds  West,  600  yards  off  the  shore¬ 
line  of  Newport  News  from  a  point  near  the 
foot  of  27th  street,  Newport  News  and  thence 
to  a  point  at  latitude  36  degrees  66  minutes 
20  seconds  North,  longitude  76  degrees  26 
minutes  07  seconds  West,  at  a  point  near  the 
foot  of  27th  street,  Newport  News,  Virginia. 

This  prohibited  ^rea  wlU  be  marked  by 
two  special  purpose  temporary  buoys  painted 
with  orange  and  white  horizontal  bands  as 
shown  on  the  enclosed  chart  section. 

No  person  or  vessel  may  remain  in  or  enter 
this  prohibited  area. 

The  Captain  of  the  Port,  Norfolk-Newport 
News  Area,  Virginia  shall  enforce  this  order. 

The  Captain  of  the  Port  may  be  assisted 
by  employees  and  facilities  of  any  state  or 
political  subdivision  thereof  or  any  Federal 
Agency. 

For  violation  of  this  order  Title  n  of  the 
Espionage  Act  of  J\me  16,  1917  (40  Stat. 
220),  as  amended,  provides: 

“If  any  owner,  agent,  master,  officer,  or 
person  in  charge,  or  any  member  of  the  crew 
of  any  such  vessel  fails  to  comply  with  any 
regulation  or  rule  issued  or  order  given  under 
the  provisions  of  this  title,  or  obstructs  or 
interferes  with  the  exercise  of  any  power  con¬ 
ferred  by  this  title,  the  vessel,  together  wltii 
her  tackle,  apparel,  furnltiure,  and  equipment 
shall  be  subject  to  seizure  and  forfeiture  to 
the  United  States  in  the  same  manner  as 
merchandise  is  forfeited  for  violation  of  the 
customs  revenue  laws;  and  the  person  guilty 
of  such  failure,  obstruction,  or  interference 
shall  be  fined  not  more  than  $10,000  or  im¬ 
prisoned  not  more  than  two  years,  or  both.” 

Dated:  September  21, 1964. 

[seal]  W.  D.  Shields. 

Vice  Admiral,  U.  S.  Coast  Guard, 
Acting  Commandant. 

[F.R.  Doc.  64-9739;  FUed,  Sept.  24.  1964; 

'  8:48  am.] 


Office  of  the  Secretary 

[T.D.  66261] 

[Treasiiry  Department  Order  No.  165-15] 

BUREAU  OF  CUSTOMS 

Establishment  of  Certain  New  Offices 
and  Redesignation  of  Existing  Of¬ 
fices 

September  18,  1964. 

By  virtue  of  the  authority  vested  In  me 
as  Secretary  of  the  Treasury,  there  are 
hereby  established  in  the  Bureau  of  Cus¬ 
toms  new  offices  designated  as  follows: 

Office  of  Regulations  and  Rulings. 

Office  of  Operations. 

Office  of  Administration. 

Office  of  Investigations. 

There  is  also  established  a  Division  of 
Collectors’  Operations. 

To  the  extent  that  the  Commlssi(mer 
of  Customs  determines  feasible,  the  func¬ 
tions  of  the  present  Divisions  of  the  Bu¬ 
reau  of  Customs  are  assigned  as  follows: 

Divisions  of  Classification  and  Drawback; 
Entry,  Value  and  Penalties;  and  Marine 
Administration  to  the  Office  of  Regula¬ 
tions  and  Rulings. 

Divisions  of  ApjMralsement  Administration; 
Technical  Services;  and  CoUectesrs’  Opera¬ 
tions  to  the  Office  of  Operations. 

Division  of  Management  and  Controls  to  the 
Office  of  Administration. 

Division  of  Investigations  and  Enforcement 
to  the  Office  of  Investigations. 


‘nie  Dlyisions  of  Mans«ement  and 
Controls  and  Investigations  and  Enforce¬ 
ment  are  abolished  on  the  establishment 
of  the  new  offices. 

Nothing  in  this  order  Is  to  be  inter¬ 
preted  to  preclude  the  Commissioner  of 
Customs  frmn  assigning  to  any  of  the 
appropriate  offices  any  of  the  functions 
or  activities  of  any  division  which  he 
determines  Is  necessary  or  desirable. 

Each  of  the  above  offices  and  divisions 
will  be  h^Mled  by  a  Deputy  Commissioner 
of  Customs. 

This  order  shall  become  effective  on 
October  1. 1964. 

[SKAL]  Douglas  Dillon, 

Secretary  of  the  Treasury. 

[Fit  Doc.  64-9785;  PUed,  Sept.  24,  1964; 

8:47  A.zn.] 

[AA  643.3-m] 

WIRE  ROPE  FROM  THE  UNITED 
KINGDOM 

Fair  Value  Determination 

September  17,  1964. 

An  allegation  was  received  that  wire 
rope  from  the  United  Kingdom  was  being 
sold  in  the  United  States  at  less  than 
fair  value  within  the  meaning  of  the 
Antidumping  Act  of  1921. 

I  hereby  determine  that  wire  rope  from 
the  United  Kingdom  is  not  being,  nor 
likely  to  be,  sold  at  less  than  fair  value 
within  the  meaning  of  section  201(a)  of 
the  Antidumping  Act,  1921,  as  amended 
(19  UJ3.C.  160(a)). 

Statement  of  reasons.  The  investiga¬ 
tion  involved  two  firms  manufacturing 
wire  rope  in  the  United  Kingdom  and 
exporting  to  the  United  States.  With 
respect  to  one,  no  relationship  existed 
between  exporter  and  importer  in  the 
United  States.  The  other  manufacturer, 
however,  sold  only  to  two  related  com¬ 
panies  in  the  United  States.  For  most 
items,  the  quantity  sold  in  the  home 
market  was  sufficient  to  afford  a  proper 
basis  of  comparison.  One  manufacturer, 
however,  sold  certain  items  only  for  ex¬ 
portation  to  the  united  States  and  to 
third  countries.  Home  market  price  or 
third  country  price,  therefore,  was  com¬ 
pared  with  purchase  price  or  exporter’s 
sales  price,  as  appropriate,  for  fair  value 
purposes. 

Purchase  price  was  calculated  by  de¬ 
ducting  from  the  price  for  exportation  to 
the  United  States,  the  applicable  trade 
and  resellers  discounts  and  f  .o.b.  charges. 

Exporter’s  sales  price  was  calculated 
by  d^ucting  from  the  sales  price  to  cus¬ 
tomers  in  the  United  States,  the  appli¬ 
cable  trade  discount,  cash  discount, 
ocean  freight  and  insurance.  United 
States  duty,  bn^erage,  and  inland 
freight,  and  the  expenses  incurred  in 
selling  the  merchandise  in  the  United 
States. 

Adjusted  home  market  price  was  cal¬ 
culated  by  deducting  from  the  price  to 
home  market  purchasers,  inland  freight, 
an  allowance  for  differences  in  the  class 
of  purchaser  on  sales  in  the  home  market 
as  compared  to  sales  for  export  to  the 
United  States,  an  allowance  for  tech- 
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nical  services  granted  to  home  market 
purchasers  vdiich  services  are  not  pro¬ 
vided  to  purchasers  in  the  United  States, 
and  hcnne  market  packing.  To  this  was 
added  the  cost  of  packing  for  exporta- 
ti(m  to  the  United  States.  In  those  in¬ 
stances  in  which  exporter’s  sales  price 
was  compared  with  home  market  price, 
an  additional  deduction  was  made  from 
home  market  price  for  expenses  incurred 
in  selling  the  merchandiro  in  the  home 
market  which  were  comparable  to  sim¬ 
ilar  expenses  deducted  from  exporter’s 
sales  price. 

Third  coimtry  price  was  calculated  by 
deducting  the  trade  discount,  commis¬ 
sion,  and  as  applicable,  selling  expenses, 
from  the  price  for  export  to  coimtries 
other  than  the  United  States.  Since 
the  price  to  third  coimtries  was  un¬ 
packed,  the  cost  of  packing  on  shipments 
for  export  to  the  United  States  was 
added. 

Comparison  between  adjusted  home 
market  price  or  third  country  price  and 
purchase  price  or  exporter’s  sales  price 
as  applicable  revealed  that  purchase 
price  or  exporter’s  sales  price  was  not 
lower  than  adjusted  home  market  price 
or  third  country  price  except  in  a  few 
instances  where  it  was  slightly  lower. 
The  amounts  involved  during  the  period 
imder  consideration  were  deemed  to  be 
not  more  than  insignificant.  The  man- 
ufactmers  have  been  informed  of  this 
fact  and  advised  that  should  shipments 
resume  in  which  purchase  price  or  ex¬ 
porter’s  sales  price  is  lower  than  home 
market  price  or  third  country  price, 
whichever  may  be  applicable,  the  case 
coulr  be  reopened  as  regards  such  ship¬ 
ments. 

’This  determination  and  the  statement 
of  reasons  therefor  are  published  pursu¬ 
ant  to  section  201(c)  of  the  Antidumi^ng 
Act,  1921,  as  amended  (19  U.S.C.  160(c) ) . 

[seal]  James  Pomeroy  Hendrick, 
Acting  Assistant 
Secretary  of  the  Treasury. 

[PJl.  Doc.  64-9788;  PUed,  Sept.  24,  1964; 

8:48  ajn.] 


DEPARTMENT  OF  HEALTH.  EDU¬ 
CATION.  AND  WaFARE 

Food  and  Drug  Administration 

SPENCER  KELLOGG,  DIVISiON  OF 
TEXTRON,  INC. 

Notice  of  Filing  of  Petition  Regarding 
Food  Additive  N-Dodecylmorpho- 
line  in  Polyurethane  Resins 

Pursuant  to  the  provisions  of  the  Fed¬ 
eral  Food,  Drug,  and  Cosmetic  Act  (sec. 
409(b)(5),  72  Stat.  1786;  21  U.S.C.  348 
(b)  (5) ) ,  notice  is  given  that  a  petition 
(FAP  5B1494)  has  been  filed  by  Spencer 
Kellogg,  Division  of  Textron,  Inc.,  4201 
Genesee  Street,  Buffalo,  N.Y.,  14225, 
proposing  that  §  121.2522  Polyurethane 
resins  be  amehded  to  provide  for  the  use 
of  N-dodecylmorpholine  as  a  catalyst  for 
polyurethane  resins  that  contact  dry 
bulk  foods. 


Dated:  September  18,  1964. 

IdALOOLM  R.  Stephens, 
Assistant  Commissioner 
for  Regulations. 

[PH.  Doc.  64-9746;  PUed.  Sept.  24,  1964; 

8:48  ajn.] 

CIVIL  AERONAUTICS  BOARD 

[Docket  No.  16656;  Order  £-21310] 

AMERICAN  AIRLINES,  INC. 

Order  Authorizing  Discussion  To 
Discuss  Rates 

Adopted  by  the  Civil  Aeronautics 
Board  at  its  office  in  Washington,  D.C., 
on  the  22d  day  of  September  1964. 

By  letter  dated  September  14,  1964, 
American  Airlines,  Inc.,  requests  the  au¬ 
thority  to  discuss,  with  carrier  members 
of  the  Air  Traffic  Conference,  a  proposal 
for  a  fundamental  change  in  the  method 
of  determining  the  free  baggage  allow¬ 
ance  and  the  charge  for  excess  baggage 
in  domestic  airline  service.  American 
would  place  its  proposal  on  the  agenda 
for  the  October  28-29,  1964  meeting  of 
ATC. 

It  is  and  has  been  the  Board’s  policy 
to  preclude  intercarrier  discussion  of 
domestic  rates  and  fares  except  in  an 
extremely  limited  number  of  instances. 
We  believe  that  the  initiation  of  rates 
and  fares  by  individual  carrier  action  is 
a  sounder  basis  for  the  development  of  an 
air  transportation  system  in  the  public 
interest.  Our  past  departures  from  such 
policy  have  normally  reflected  the 
existence  of  two  basic  considerations. 
First,  the  intended  purpose  of  the  dis¬ 
cussions  appeared  to  be  in  the  public 
interest  per  se,  and  second,  the  intended 
result  could  not  readily  be  achieved  by 
Individual  carrier  action. 

’The  instant  request  appears  to  meet 
these  criteria.  On  the  surface,  Amer¬ 
ican’s  proposal  for  a  free  baggage  allow¬ 
ance  of  two  suitcases  and  two  small  bags 
appears  to  be  much  more  favorable  from 
the  traveler’s  standpoint  than  the  present 
40  poimd  limitation.  By  the  same  token, 
the  proposed  procedure  would  seem  to 
offer  substantial  operating  economies  to 
the  carriers.  In  this  connection,  we  note 
that  AmCTlcan  also  proposes  to  raise  each 
fare  by  30  cents  to  offset  in  part  the  loss 
of  current  excess  baggage  revenues. 
Our  approval  of  the  proposed  discussions 
should  not  be  constru^  as  necessarily 
approving  this  or  any  other  offsetting 
fare  increase.  If  any  such  fare  increase 
should  be  made  a  part  of  a  proposal  to 
modify  the  current  excess  baggage  pro¬ 
visions,  we  would  expect  to  review  most 
carefully  the  bases  therefor  including 
the  extent  to  which  operating  economies 
could  be  expected  to  offset  reductions  in 
excess  baggage  revenues  as  well  as  over¬ 
all  need  of  the  industry  for  additional 
revenues  from  fare  increases. 

In  addition,  it  appears  that  any  whole¬ 
sale  modification  of  baggage  provisions 
and  charges  is  best  approached  on  an 
industry-wide  basis.  A  substantial  por¬ 
tion  of  domestic  air  travel  is  on  an  inter- 
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line  basis  necessitating  one  or  more  con¬ 
nections  from  carrier  to  carrier.  The  ex¬ 
istence  of  differing  free  baggage  allow¬ 
ances  among  the  several  carriers  would 
significant^  complicate  air  travel  in 
derogation  of  the  public  interest. 

Under  these  circumstances,  the  Board 
^  authorize  such  discussions,  pro¬ 
vided  that  personnel  from  the  Board’s 
staff  may  attend  as  observers  if  their 
presence  should  appear  appropriate  or 
ri0ccssft‘i*y  T  f 

Accordingly,  pursuant  to  ttie  Federal 
Aviation  Act  of  1958,  and  particularly 
sections  204(a),  412  and  414  thereof. 

It  is  ordered.  That: 

1.  The  carrier  members  of  the  Air 
Trafiflc  Conference  of  America  are  au¬ 
thorized  to  engage  in  discussions  during 
the  October  28-29,  1964  rheeting  of  the 
Conference,  looking  toward  possible  re¬ 
visions  to  the  currently  effective  baggage 
allowances  and  charges:  Provided,  That 
if  the  Board  deems  it  appropriate  or 
necessary,  observers  from  the  Board’s 
staff  shtdl  attend  such  discussions. 

2.  The  Board  be  given  at  least  48  hours 
notice  of  the  time  and  place  of  any  dis¬ 
cussion  authorized  herein  by  filing  writ¬ 
ten  notice  with  the  Board’s  Docket 
Section. 

3.  Complete  and  accurate  minutes 
shall  be  kept  of  all  such  discussions,  and 
a  true  copy  thereof  »be  filed  with  the 
Board’s  Docket  Section  not  later  than  30 
days  after  the  conclusion  of  the  discus¬ 
sions. 

4.  Any  'agreement  or  agreements 
reached  as  a  result  of  such  discussions 
(together  with  the  minutes  of  such  dis¬ 
cussions)  shaJl  be  filed  with  the  Board 
in  accordance  with  section  412  of  the 
Federal  Aviation  Act  of  1958  and  ap¬ 
proved  by  the  Board  prior  to  being  placed 
in  effect. 

5.  This  order  shall  be  severed  upon  all 
domestic  certificated  local  service  and 
trunkline  air  carrier  members  of  the  Air 
Traffic  Conference  of  America. 

This  order  will  be  published  in  the 
Federal  Register. 

By  the  Civil  Aeronautics  Board. 

[seal]  Harold  R.  Sanderson, 
Secretary. 

(PH.  Doc.  64-9743;  Plied,  Sept.  24,  1964; 

8:48  am.] 

FEDERAL  COMMUNICATIONS 
COMMISSION 

[Docket  No.  16666;  PCC  64M-912] 

ATLAS  BROADCASTING  CO. 
(WMAX) 

Order  Continuing  Hearing 

In  re  application  of  Atlas  Broadcast- 
m  Company  (WMAX) ,  Grand  Rapids, 
Michigan,  Docket  No.  15566,  FUe  No.  BP- 
15370;  for  construction  permit. 

The  Hearing  Examiner  having  under 
consideration  the  change  of  date  for  com- 
mencement  of  hearing; 

-  ^  ^PP®aring,  that  a  prehearing  con- 

tfm  which 

“me  a  revised  schedule  was  considered 


with  the  result  that  a  change  in  the 
hearing  date  was  agreed  upon : 

It  is  ordered.  This  18th  day  of  Septem¬ 
ber  1964.  that  the  date  for  commence¬ 
ment  of  hearing  is  changed  from  October 
12. 1964,  to  November  17. 1964. 

Released;  September  21,  1964. 

Federal  Communications 
Commission, 

[seal]  Ben  F.  Waple, 

Secretary. 

[FJl.  Doc.  64-9703;  Filed.  Sept.  24,  1964; 
8:46  am.] 


[Docket  Nos.  16687,  16688;  FCC  64M-904] 

COMMUNITY  RADIO  OF  SARATOGA 
SPRINGS,  NEW  YORK,  INC.  AND 
A.M.  BROADCASTERS  OF  SARA¬ 
TOGA  SPRINGS,  INC. 

Order  Continuing  Prehearing 
Conference 

In  re  applications  of  Community  Radio 
of  Saratoga  Springs.  New  York,  Inc., 
Saratoga  Springs,  New  York,  Docket  No. 
15587;  File  No.  BP-16127;  A.  M.  Broad¬ 
casters  of  Saratoga  Springs.  Inc.,  Sara¬ 
toga  Springs,  New  York,  Docket  No. 
15588,  Pile  No.  BP-16185;  for  construc¬ 
tion  permits. 

In  view  of  the  pendency  before  the 
Commission’s  Review  Board  of  certain 
pleadings,  the  decision  on  which  matters 
could  affect  the  course  of  the  prehearing 
conference:  Jt  is  ordered.  This  18th  day 
of  September  1964,  on  the  Hearing  Ex¬ 
aminer’s  own  motion,  that  the  Prehear¬ 
ing  Conference  heretofore  scheduled  for 
September  24,  1964,  is  hereby  continued 
to  October  8,  1964,  at  9:00  a.m.,  in  the 
Offices  of  the  Commission,  Washington, 
D.C. 

Released:  September  18,  1964. 

Federal  Communications 
Commission, 

[seal]  Ben  F.  Waple, 

Secretary. 

[F,R,  Doc.  64-9704;  FUed,  Sept.  24,  1964; 

8:46  am.] 


FEDERAL  POWER  COMMISSION 

[Docket  No.  CP64-234] 

COLORADO  INTERSTATE  GAS  CO. 

Notice  of  Application  To  Amend 

September  18, 1964. 

Take  notice  that  Colorado  Interstate 
Gas  Company  (Applicant) .  Colorado 
Springs,  Colorado,  filed  on  August  26, 
1964,  in  Docket  No.  CP64-234,  an  appli¬ 
cation  to  amend  an  order  of  the  Commis¬ 
sion  issued  August  10,  1964,  iii  Docket 
No.  CP64-234,  issuing  a  certificate  of 
public  convenience  and  necessity  author¬ 
izing  among  other'things  the  installation 
of  2,640  hp.  capacity  in  its  Mocane  Com¬ 
pressor  Station.  The  application  to 
amend  seeks  authorization  to  install 
2,880  hp.  capacity  in  the  Mocane  Com¬ 
pressor  Station  rather  than  the  2,640  hp. 
capacity  authorized  by  the  Commission 
order  issued  August  10, 1964,  all  as  more 
fully  set  forth  in  ttie  application  to 


amend  on  file  with  the  Commission,  and 
open  to  public  inspection. 

The  application  to  amend  states  Appli¬ 
cant  is  unable  to  obtain  two  1,320  hp. 
compressor  engines,  but  is  able  to  obtain 
two  1,440  hp.  compressor  engines  in  time 
to  meet  construction  schedules. 

Protests,  petitions  to  intervene  or  re¬ 
quests  for  hearing  in  this  proceeding  may 
be  filed  with  the  Federal  Power  Commis¬ 
sion,  Washington,  D.C.,  20426,  in  accord¬ 
ance  with  the  Commission’s  rules  of 
practice  and  procedure  (18  CFR  1.8  or 
1.10)  on  or  before  October  9, 1964. 

Joseph  H.  Gutride, 
Secretary. 

[F.R.  Doc.  64-9721;  FUed.  Sept.  24,  1964; 

8:46  a.m.] 


[Docket  No.  CP64-112] 

NORTHERN  NATURAL  GAS  CO. 

Notice  of  Petition  To  Amend 

September  18, 1964. 

Take  notice  that  on  August  3,  1964, 
Northern  Natural  Gas  Company  (Appli¬ 
cant)  ,  2223  Dodge  Street,  Omaha, 
Nebraska,  filed  in  Docket  No.  CP64-112, 
a  petition  to  amend  the  order  of  the 
Commission  issued  on  February  10, 1964, 
in  Docket  No.  CP64-112,  which  order, 
among  other  things,  authorized  Appli¬ 
cant  to  increase  its  saleable  system 
capacity  by  20,031  Mcf  per  day.  In¬ 
cluded  in  this  amount  was  an  increase 
for  the  Municipal  Utilities  of  Coon 
Rapids,  Iowa  (Coon  Rapids)  from  present 
contract  demand  volume  of  850  Mcf  per 
day  to  900  Mcf,  to  have  become  effective 
with  the  billing  month  of  November, 
1964.  In  the  subject  petition.  Applicant 
seeks  authority  to  rescind  the  50  Mcf  in¬ 
crease  since  Coon  Rapids  is  no  longer 
desirous  of  undertaking  the  increased 
volume. 

Applicant  seeks  further  amendment  of 
the  order  of  February  10,  1964,  by  re¬ 
questing  authorization  to  increase  con¬ 
tract  demand  volume  to  the  Village  of 
Pender,  Nebraska,  from  925  Mcf  per  day 
as  presently  allocated,  to  1,000  Mcf,  as 
requested  by  said  Village  of  Pender. 

Protests,  petitions  to  intervene  or  re¬ 
quests  for  hearing  in  this  proceeding  may 
be  filed  with  the  Federal  Power  Commis¬ 
sion,  Washington,  D.C.,  20426,  in  accord¬ 
ance  with  the  rules  of  practice  and  pro¬ 
cedure  (18  CFR  1.8  or  1.10)  on  or  before 
October  12, 1964. 

Joseph  H.  Gutride, 
Secretary, 

[F.R.  Doc.  64-9722;  FUed.  Sept.  24,  1964; 

8:46  am.] 


[Docket  No.  CP64-188] 

NORTHERN  NATURAL  GAS  CO. 

Notice  of  Application  To  Amend 

September  18,  1964. 

Take  notice  that  on  July  14,  1964,  as 
supplemented  on  August  24, 1964,  North¬ 
ern  Natural  Gas  Company  (Applicant) , 
2223  Dodge  Street,  Omaha,  Nebraska, 
filed  in  Docket  No.  CP64-188  an  applica¬ 
tion  to  amend  the  Commission’s  order, 
issued  May  5,  1964,  in  said  docket  to 
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authorize  Applicant  to  sell  In  place  por¬ 
tions  of  the  two  4-ineh  branchlines  pre¬ 
viously  used  to  serve  the  City  of  Owa- 
tonna,  Minnesota,  and  to  construct  and 
operate  certain  measuring  facilities,  all 
as  more  fully  set  forth  in  the  application 
to  amend,  as  supplemented,  on  file  with 
the  Cknmnlssion  and  open  to  public  in¬ 
spection. 

The  order  of  May  5,  1964,  authorized 
Applicant  to  abandon  and  remove  the 
two  subject  branchlines  and  to  construct 
and  operate  a  new  6-inch  branchline  to 
replace  the  lines  to  be  removed.  Subse¬ 
quent  to  the  authorization  of  May  5, 1964, 
Owatonna  and  certain  existing  rural  cus¬ 
tomers  of  Applicant  offered  to  purchase 
portions  of  the  two  branchlines  to  be 
removed.  Additionally,  the  rural  cus¬ 
tomers  will  pay  Applicant  the  cost  of  the 
necessary  measuring  facilities  for  said 
existing  rural  customers,  which  cost  is 
estimated  to  be  $522.  Accordingly,  Ap¬ 
plicant  requests  authorization  to  aban¬ 
don  and  sell  rather  than  to  abandon  and 
remove  portions  of  the  two  branchlines 
and  to  construct  and  operate  measuring 
facilities  for  the  existing  rural  customers. 

The  sale  of  portions  of  the  branchlines 
will  relieve  Applicant  of  the  cost  of  re¬ 
moval.  Applicant  will  sell  said  lines  for 
$1.00  and  other  good  and  valuable  con¬ 
sideration. 

Protests,  petitions  to  intervene  or  re¬ 
quests  for  hearing  in  this  proceeding  may 
be  filed  with  the  Federal  Power  Commis- 
slmi,  Washington,  D.C.,  20426,  in  accord¬ 
ance  with  the  rules  of  practice  and  pro- 
eediue  (18  CFR  1.8  or  1.10)  on  or  before 
October  12, 1964. 

Joseph  H.  Outrxdx, 
Secretary, 

(Fit.  Doe.  64-9733:  PUed,  Sept.  34,  1964; 

8:46  ajn.] 


iDocket  No.  C9>66-46] 

PANHANDLE  EASTERN  PIPE  LINE  CO. 

Notice  of  Application 

September  18,  1964. 

Take  notice  that  on  August  10.  1964, 
Panhandle  Eastern  Pipe  Line  Company 
(Applicant) ,  One  Chase  Manhattan 
Plaza,  New  Toik,  New  York,  and  3444 
Broadway,  Kansas  City,  Missouri,  filed 
in  Docket  No.  CP65-46  an  applicatioi 
pursuant  to  section  7(c)  of  the  Natural 
Qas  Act,  for  a  certificate  of  public  con¬ 
venience  and  necessity  authorizing  the 
construction  and  operation  of  facilities 
to  deliver  natural  gas  to  Marathon  Oil 
Company  (Marathon)  in  interstate  com¬ 
merce  in  Cass  County.  Missouri,  and 
Johnson  County.  Kansas,  all  as  more 
fully  set  forth  in  the  complication  which 
is  on  file  with  the  Commission  and  open 
to  public  Inspection. 

Appliccmt  proposes  to  construct  and 
operate  a  measuring  and  regulating  sta¬ 
tion  on  Panhandle‘8  “State  Line  Lateral*’ 
in  the  vicinity  of  Cass  County,  Missouri, 
and  Johnson  County,  Kansas,  and  to 
construct  and  operate  2.4  miles  of  2V^- 
Inch  pipeline  connecting  the  propo^ 
station  with  a  delivery  point  to  Marathon 
in  the  vicinity  of  its  secondary  recovery 
oil  project  in  Cass  County.  Missouri. 


Marath<»i  has  ^tered  into  an  indus¬ 
trial  contract  with  Panhandle  which 
provides  for  Panhandle  to  deliver  an 
estimated  150,000  Mcf  of  natural  gas 
annually  <m  an  interruptible  basis  to 
Marathon,  with  daily  obligations  not  to 
exceed  500  Mcf. 

The  measuring  and  regulating  station 
will  be  c<»istructed  at  an  estimated  cost 
of  $5,200  and  the  pipeline  at  an  estimated 
cost  of  $37,800.  Panhandle  will  pay  for 
construction  of  the  station  with  fxmds 
on  hand,  but  will  be  reimbursed  by 
Marathon  for  all  costs  incurred  in  the 
construction  of  the  pipeline  and  will 
enter  all  funds  received  under  account 
271  of  the  Uniform  System  of  Accounts. 

This  matter  is  one  that  should  be  dis¬ 
posed  of  as  promptly  as  possible  under 
the  tqmplicable  rules  and  regulations  and 
to  that  end: 

Take  further  notice  that  preliminary 
staff  anahrsis  has  indicated  that  there 
are  no  probl^ns  which  would  warrant 
a  recommendation  that  the  Commission 
designate  this  application  for  formal 
hearing  before  an  examiner  and  that, 
pursuant  to  the  authority  contained  in 
and  subject  to  the  Jurisdicticm  conferred 
upon  the  Federal  Power  Commissicm  by 
sections  7  and  15  of  the  Natural  Gas  Act, 
and  the  Commisssion’s  rules  of  practice 
and  procedure,  a  hearing  may  be  held 
without  further  notice  before  the  Com¬ 
mission  on  this  applicatimi  provided  no 
protest  or  petition  to  intervene  is  filed 
within  the  time  required  herein.  Where 
a  protest  or  petition  for  leave  to  inter¬ 
vene  is  timely  filed,  or  where  the  (Com¬ 
mission  on  its  own  motion  believes  that 
a  formal  hearing  is  required,  further 
notice  of  such  hearing  will  be  duly  given. 

Under  the  procedure  herein  provided 
for,  unless  otherwise  advised,  it  will  be 
unnecessary  for  Applicant  to  appear  or 
be  represented  at  the  hearing. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Com¬ 
mission,  Washington,  D.C.,  20426,  in  ac¬ 
cordance  with  the  rules  Gt  practice  and 
procedure  (18  CFR  1.8  or  1.10)  -on  or 
before  October  12, 1964. 

Joseph  H.  OuTRmE, 
Secretdry. 

[FJt.  Doc.  64-9734;  Filed.  Sept.  34.  1964; 

8:46  am.] 


SMALL  BUSINESS  ADMINISTRA¬ 
TION 

[Delegation  of  Authority  No.  SO  (Rev.  9) 
Arndt.  2] 

REGIONAL  OFFICES 

Delegation  of  Authority  To  Conduct 
Program  Activities 

Pursuant  to  the  authority  vested  in  the 
Administrator  by  the  Small  Business  Act, 
72  Stat.  384,  as  amended;  the  Small 
Business  Investment  Act  d.  1958, 72  Stat. 
689,  as  amended;  Delegation  of  Auth<H'- 
ity  No.  30  (Revision  9).  as  amended,  29 
PJt.  11777  and  12570,  is  hereby  further 
amended  by  revising  Item  lA.l.  to  read 
as  fc^ows: 

I.  •  •  • 


A.  Financial  assistance.  1.  To  ap- 
vrcnn  direct,  participation  and  disaster 
loans  not  exceeding  $350,000. 

•  •  •  •  « 

Effective  date:  September  14,  1964. 

Eugene  P.  Foley, 
Administrator, 

[FJEL  Doc.  64-9718;  Filed,  Sept.  24,  1964-^ 
8:46  am.]  ' 


TARIFF  COMMISSION 

[AA1921-42;  TC  Publication  138] 

PLASTIC  SHEET  FROM  UNITED 
KINGDOM 

Determination  of  No  Injury  or 
Likelihood  Thereof 

September  22, 1964. 

On  July  14,  1964,  the  Tariff  Commis¬ 
sion  was  advised  by  the  Assistant  Secre¬ 
tary  of  the  Treasury  that  cast  acrylic 
plastic  sheet,  “Perspex”,  from  the  United 
Kingdom,  is  being,  or  is  likely  to  be, 
sold  in  the  United  States  at  less  than  fair 
value  as  that  term  is  used  in  the  Anti¬ 
dumping  Act,  1921,  as  amended.  Accord¬ 
ingly,  the  Commission  on  July  17,  1964, 
instituted  an  investigation  under  section 
201(a)  of  that  Act,  to  determine  whether 
an  industry  in  the  United  States  is  being 
or  is  likely  to  be  injured,  or  is  prevented 
from  being  established,  by  reason  of  the 
importation  of  such  merchandise  into 
the  United  States. 

Notices  of  the  institution  of  the  in¬ 
vestigation  and  of  a  public  hearing  to  be 
held  in  connection  therewith  were  pub¬ 
lished  in  the  Federal  Register  (29  FR. 
9975  ;  29  FJl.  10635).  The  hearing  was 
held  on  September  9, 1964. 

In  arriving  at  a  determination  in  this 
case,  due  consideration  was  given  by 
the  Commission  to  the  written  submis¬ 
sions  from  interested  parties,  the  testi¬ 
mony  advanced  at  the  hearing,  and  the 
information  obtained  by  the  Commis¬ 
sion’s  staff. 

On  the  basis  of  the  investigation,  the 
Commission  has  unanimously  deter¬ 
mined  that  an  industry  in  the  United 
States  is  not  being,  and  is  not  Ukely  to 
be.  Injured,  or  prevented  from  being 
established,  by  reason  of  the  importation 
of  cast  acrylic  plastic  sheet,  “Perspex”, 
fiXHn  the  Unit^  Kingdom,  sold  at  less 
than  fair  value  (LTPV)  within  the 
meaning  of  the  Antidumping  Act,  1921, 
as  amended. 

Statement  of  reasons.  During  the  last 
five  years  the  domestic  demand  for  cwt 
acrylic  plastic  sheet  has  risen  contin¬ 
uously  and  sharply,  two  additional  pro¬ 
ducers  entered  the  field,  all  six  produc¬ 
ers  increased  their  respective  capacities, 
and  all  of  them  operated  at  or  near  full 
capacity.  The  importer,  meanwhile,  was 
iwiiing  “Perspex”  from  the  United  King¬ 
dom  in  three  general  tirpes:  a  specialty 
product  for  one  United  States  customer 
of  a  variety  not  manufactured  domesti¬ 
cally;  standard  sheets;  and  a  lower  grade 
sheet  (SD/SW)  for  customers  who  md 
not  idace  prime  importance  on  quality. 
’The  SD/SW  line  was  discontinued  a^J 
two  years  because  an  adequate  marKet 
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failed  to  develop  for  it.  The  total  im¬ 
ports  in  these  three  classifications  were 
equivalent  of  considerably  less  than 
1  percent  of  the  annual  sales  of  the  do¬ 
mestic  product;  imports  of  “Perspex” 
which  were  directly  competitive  with  the 
domestic  article  represented  an  even 
smaller  share. 

There  is  no  evidence  that  sales  of  the 
LTFV  imports  are  having  a  disruptive 
effect  on  the  price  of  competitive  do¬ 
mestic  cast  acrylic  plastic  sheet  in 
either  the  national  or  any  regional  mar¬ 
ket.  In  view  of  this  consideration,  and 
the  small  volume  of  relevant  imports,  the 
Commission  concluded  that  any  injury 
to  a  domestic  industry  resulting  from 
such  sales  cannot  be  more  than  de 
minimus.  > 

The  Commission’s  determination  in 
this  case  appears  to  coincide  with  the 
consensus  of  representatives  of  the  do¬ 
mestic  producers,  who  have  neither 
claimed  that  a  domestic  industry  was 
materially  injured  nor  that  such  an  in¬ 
dustry  was  likely  to  be  injured  by  the 
LTFV  imports.  No  representative  of 
any  domestic  industry  appeared  at  the 
public  hearing  held  in  connection  with 
the  Commission’s  investigation. 

This  determination  and  the  statement 
of  reasons  are  published  pursuant  to 
section  201(c)  of  the  Antidumping  Act, 
1921,  as  amended. 

By  the  Commission. 

[seal]  Donn  N.  Bent, 

Secretary. 

[P.R.  Doc.  64-9729;  Filed,  Sept.  24,  1964; 
8:46  am.] 

INTERSTATE  COMMERCE 
COMMISSION 

[Notice  683] 

MOTOR  CARRIER  APPLICATIONS  AND 
CERTAIN  OTHER  PROCEEDINGS 

September  21,  1964. 
The  foUowir^  publications  are  gov¬ 
erned  by  the  Interstate  Commerce  Com¬ 
mission’s  general  rules  of  practice  in¬ 
cluding  special  rules  (49  CFR  1.241)  gov¬ 
erning  notice  of  filing  of  applications  by 
motor  carriers  of  property  or  passengers 
or  brokers  under  sections  206,  209,  and 
211  of  the  Interstate  Commerce  Act  and 
certain  other  proceedings  with  respect 
thereto. 

All  hearings  and  pre-hearing  confer¬ 
ences  will  be  called  at  9:30  a.m.,  U.S. 
standard  time  (or  9:30  o’clock  a.m.,  local 
ds.t.,  if  that  time  is  observed),  unless 
otherwise  specified. 

Motor  Carriers  of  Property 

applications  under  sections  5  AND 
210(a) (b) 

The  following  applications  are  gov¬ 
erned  by  the  Interstate  Commerce  Com¬ 
mission’s  special  rules  governing  notice 
of  filing  of  applications  by  motor  ear¬ 
ners  of  property  or  passengers  under 


sections  5(a)  and  210a(b)  of  the  Inter¬ 
state  Commerce  Act  and  certain  other 
proceedings  with  respect  thereto.  (49 
^^1^  1  240) 

No.  MC-P-8882.  Auttiority  sought 
for  purchase  by  JONES  TRUCK  LINES, 
INC.,  610  East  Emma  Avenue,  Spring- 
dale,  Ark.,  of  the  operating  rights  of 
SMOCK  TRANSPORTATION  COM¬ 
PANY,  INC.  (WALTER  SMOCK, 
TRUSTEE  IN  BANKRUPTCY),  Doni¬ 
phan,  Mo.,  and  for  acquisition  by  HAR¬ 
VEY  JONES,  also  of  Springdale,  Ark., 
of  control  of  such  rights  through  the 
purchase.  Applicants’  attorneys:  W.  E. 
Orifidn,  1221  Baltimore,  Kansas  City,  Mo., 
and  Elvis  Mooney,  Bloomfield,  Mo.  Op¬ 
erating  rights  sought  to  be  transferred: 
General  commodities,  excepting,  among 
others,  household  goods  and  commodi¬ 
ties  in  bulk,  as  a  common  carrier,  over 
regular  routes,  between  Hoxie,  Ark.,  and 
National  Stock  Yards,  HI.,  serving  cer¬ 
tain  intermediate  points,  between  Doni¬ 
phan,  Mo.,  and  Poplar  Bluff,  Mo.,  serv¬ 
ing  certain  intermediate  and  off -route 
points,  between  Corning,  Ark.,  and  Wal¬ 
nut  Ridge,  Ark.,  serving  all  intermediate 
and  certain  off-route  points,  between 
Roxana,  Ill.,  and  Doniphan,  Mo.,  as  fol¬ 
lows:  petroleum  lubricating  oils  and 
greases,  from  Roxana  over  unnmnbered 
highway  to  jimclion  Illinois  Highway 
159,  thence  over  Hlinc^  Highway  159  to 
junction  Alternate  U.S.  Highway  67, 
thence  over  Alternate  U.S.  Highway  67 
to  jimction  UB.  Hlghwt^  67,  thence  over 
U.S.  Highway  67  to  junction  Missouri 
Highway  14,  and  thmee  over  Missouri 
Highway  14  to  Doniphan,  serving  no  in¬ 
termediate  points.  Vendee  is  authorized 
to  operate  as  a  common  carrier  in  Mis¬ 
souri,  Arkansas,  Oklahoma,  Kansas, 
Tennessee,  Illinois,  Texas,  and  Missis¬ 
sippi.  Application  has  been  filed  for 
temporary  authority  under  section  210a 
(b). 

By  the  Ccxnmission. 

[seal]  Harold  D.  McCoy, 

Secretary. 

[PJl.  Doc.  64-9730;  Piled,  Sept.  24.  1964; 

8:46  am.] 


FOURTH  SECTION  APPLICATIONS  FOR 
RELIEF 

September  22,  1964. 

Protests  to  the  granting  of  an  appli¬ 
cation  must  be  prepared  in  accordance 
with  Rule  1.40  of  the  general  rules  of 
practice  (49  CFR  1.40)  and  filed  within 
15  days  from  the  date  of  publication  of 
this  notice  in  the  Federal  Register. 

Long-and-Short  Haul 

FSA  No.  39273:  Liquefied  petroleum 
gas  from  Lone  Grove  and  McNeill,  Okla. 
Filed  by  Southwestern  Freight  Bureau, 
agent  (No.  B-8603),  for  interested  rail 
carriers.  Rates  on  liquefied  petroleum 
gas,  in  tank  carloads,  from  Lone  Grove 
and  McNeill.  Okla.,  to  points  in  official 
(including  Illinois),  southwestern  and 
western  trunkline  territories. 


Grounds  for  relief:  Market  compe¬ 
tition. 

Tariffs:  Supplement  118  to  South¬ 
western  Freight  Bureau,  agent,  tariff 
I.C.C.  4410  and  7  other  schedules  named 
in  the  application. 

FSA  No.  39274:  Petroleum  products 
from  points  in  Oklahoma.  Filed  by 
Southwestern  Freight  Bureau,  agent  (No. 
B-8604),  for  interested  rail  carriers. 
Rates  on  asphalt  (asphaltum) ,  natural, 
bsrproduct  or  petroleum  (other  than 
paint,  stain  or  varnish) ,  petroleum  road 
oil  and  petroleum  wax  tailings,  in  tank 
carloads,  from  points  in  Oklahoma,  to 
points  in  western  trunkline  territory. 

Grounds  for  relief:  Market  competi¬ 
tion. 

Tariff :  Supplement  357  to  Southwest¬ 
ern  Freight  Bureau,  agent,  tariff  I.C.C. 
4279. 

FSA  No.  39275:  Iron  or  steel  sheet  to 
Clinton,  Iowa.  Filed  by  Traffic  Execu¬ 
tive  Association-Eastern  Railroads,  agent 
(E.R.  No.  2739) ,  for  interested  rail  car¬ 
riers.  Rates  on  iron  or  steel  sheet,  in 
carloads,  from  Mingo  Jimction,  Ohio, 
Follansbee  and  Beech  Bottom,  W.  Va.,  to 
Clinton,  Iowa. 

Grounds  for  relief:  Barge  competition. 
Tariff:  Supplement  446  to  Traffic  Ex¬ 
ecutive  Association-Esustem  Railroads, 
agent,  tariff  I.C.C.  3388  (Hinsch  series) . 

FSA  No.  39276:  Joint  Motor-Rail 
Rates — Southern  Motor  Carriers.  Filed 
by  Southern  Motor  Carriers  Rate  Con¬ 
ference,  agent  (No.  96),  for  interested 
carriers.  Rates  on  various  commodities 
moving  on  class  and  commodity  rates 
over  joint  routes  of  applicant  rail  and 
motor  carriers,  between  points  in  south¬ 
western  territory,  on  the  one  hand,  and 
points  in  southern  territory,  on  the  other. 

Grounds  for  relief :  Motor-truck  com¬ 
petition. 

Tariff:  Supplement  32  to  Southern 
Motor  Carriers  Rate  Conference,  agent, 
tariff  MF-I.C.C.  1251. 

FSA  No.  39277:  Liquefied  chlorine  gas 
to  Baton  Rouge.  La.  Filed  by  O.  W. 
South,  Jr.,  agent  (No.  A4569),  for  in¬ 
terested  rail  carriers.  Rates  on  lique¬ 
fied  chlorine  gas,  in  tank  carloads,  from 
Evans  City,  Ala.,  to  Baton  Rouge,  La. 

Grounds  for  relief:  Market  competi¬ 
tion. 

Tariff:  Supplement  148  to  Southern 
Freight  Association,  agent,  tariff  I.C.C. 
S-194. 

FSA  No.  39278:  Sulphuric  acid  to  La- 
vergne,  Tenn.  Filed  by  O.  W.  South,  Jr., 
agent  (No.  A4568) ,  for  interested  rail  car¬ 
riers.  Rates  on  sulphuric  acid,  in  tank 
carloads,  from  Baton  Rouge  and  North 
Baton  Rouge,  La.,  to  Lavergne,  Tenn. 

Grounds  for  relief:  Market  competi¬ 
tion. 

Tariff:  Supplement  96  to  Southern 
Freight  Association,  agent,  tariff  I.C.C. 
B-162. 

By  the  Commission. 

[seal]  Harold  D.  McCoy, 

Secretary. 

[PB.  Doc.  64-9731;  PUed,  Sept.  24,  1964; 
8:47  s.m.] 


NOTICES 


[NottoelOtt]  business  aa  SEIFERT  TRUCKINO  CO., 

rRuuEBDiNu^  nmj  place  to  be  later  fixed. 

BmPTEum  22, 1964.  Harold  D.  McCoy. 

.  Application  filed  for  temporary  author-  Secretary. 

ity  under  section  210(a)  (b)  in  coimec-  <u_owo.  oa  ioa^. 

Mon  with  traiMferappUcaUon  under  «ec.  ”• 

tion  212(b)  and  transfer  rules,  49  CFR  ' 

Part  179: 

No.  MC-PC  66811.  Application  filed  nrDADTIirilT  flC  IIIOTIPF 

September  21.  1964,  for  NORTHEAST  UCrAKIMLNI  Ul  uUOilUL 

FREIGHT  LINES,  INC.,  509  East  34th  ^ 

Street.  Paterson,  N.J.,  to  temporarily  Oince  or  Alien  Property 

GUENTHER  LOUIS  STEINBERG 

PERT  TRUCKING  CO.,  14  Wenzel  Street,  Notice  of  Intention  To  Return  Vested 
East  Paterson.  N.J.,  imder  section  210a  Property 

(b) .  By  order  of  the  Coinmlssion,  Dlvl-  ^ 

Sion  3,  dated  August  14,  1964,  the  appli-  Pursuant  to  1 32(f)  of  the  Trading 
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